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A main steam line is K-Welded to the mixing header. There are eight main steam lines to this header from 
the boiler, and four from mixing header to turbine. With inside diameters up to 4.938 in. and minimum wall 


thicknes 


KELLOGG’S 


at ; 
Section of second cold reheat system (center) in 
process of being positioned, with section of first 
cold reheat system (right) partially in place. 
Four boiler feed risers at left. 


General view inside Eddystone Station, eleven 
floors high, showing high pressure boiler feed 
water risers (top and center) as these were being 
erected by Kellogg. 


s as much as 2.860 in., se 


FIELD WELDING KEEPS PACE 


During erection of Philadelphia Electric 
Company’s Eddystone Station, Unit No. 1, 
eighty K-Welds® ... Kellogg’s inert gas 
shielded technique of manual are welding 
... will be made by Kellogg on the Type 
316 stainless main steam lines alone. Fol- 
lowing Kellogg’s shop fabrication proce- 
dures on this job, every K-Weld will be 
given a total of four inspections by liquid 
penetrant and radiography during welding 
and after heat treatment. 

Time required to finish and inspect each 
weld completely on this supercritical, 
heavy-walled piping is eight to ten working 
days. Further evidence of the magnitude 
and complexity of Kellogg’s erection and 
welding assignment is provided by these 
construction photographs. 

Kellogg welcomes inquiries on its com- 
plete service to the power piping industry 
from consulting engineers, engineers of 
power generating companies, and manu- 
facturers of boilers, turbines, and allied 
equipment. 


sections weigh four to five tons. Main steam header weighs over ten tons. 


Four of the main steam lines, showing the 
tective wood lagging installed at Kellogg) 
This is not removed, except at welding p 
until insulation is applied. 


Six of the eight special high pressure ' 
being installed by 
Station — Philadelphia Electric Company’ 
supercritical steam power plant. 


Fabricated Products Sales Division, THE M. W. KELLOGG COMPANY, 711 Third Avenue, New York 17, N.Y. 
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Studebaker Scotsman Service Pickup 


DISCOVER JUST HOW MUCH THESE 


Here’s the ideal pickup truck for installations and repairs—THE SCOTSMAN, WITH THE LOWEST PRICE TAG AN 


FULL-SIZED TRUCK IN AMERICA! Initial price is just the beginning of your savings. The matchless performance of today's 


most efficient L-Head ‘‘6’’ or heavy-duty V-8 engines continues to cut your operating costs, day in, day out. In its construc 


tion as well as in its cost-cutting characteristics, The Scotsman is a sound investment. It gives you the widest clea’ floo 


pickup box of any truck—with no wheel wells to get in the way. Moreover, its double-thick steel sides and ribbe: 


floor make it the very strongest box obtainable. STUDEBAKER “*HAUL OF FAME"’ TRUCKS. In the Public Utilities Indu stries, 


Studebaker Trucks are serving 24 hours a day, 7 days a week, driving indomitably through all kinds of weather and #: rrai 
They give you 210 h.p.—225 with 4-barrel carburetor option. You can team this efficient power with either standarc | 
speed or optional overdrive, 4-speed synchromesh or automatic transmission and you have mile by mile operatin 
that pays off big. In increasing use by Public Utility Companies are the DeLuxe 14 and 34 ton pickup. These uni 
plenty of hatroom and legroom and are as much as 5” lower for an over-roof ladder rack. For the really tough assigr 
they bank on Studebaker’s 4-wheel drive units and twin traction to get them through. Studebaker Trucks, from 5,0 


to 19,000 Ibs. GVW, are available to meet your individual body requirements. SMART 2-DOOR LARK SEDANis y: 
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and % ton pickup Studebaker Service Panel Wagon Utility Service Sedan—2 or 4 door sedan Rugged 2-ton model 
UTILITY SERVICE for LINE CONSTRUCTION 


TUDEBAKER VEHICLES SAVE YOU 


ension in company cars. The Lark bridges the gap between undersized European cars and oversized U.S. cars. It is 


st-priced full six passenger sedan. It costs less to operate, too . . . delivers peak performance on regular gas. 
) handle, it parks readily where other cars won't fit. VERSATILE STUDEBAKER PANEL WAGON... .You can change 
< nality of this car with just a twist of the wrist. With panels in place, it carries your company name as it performs 
as a delivery truck or promotional vehicle. Remove the panels and you have a smart Lark Station Wagon. To add 
ter versatility to the Panel Wagon, it can be equipped with handy tool racks. The Utility Sedan gives you a spacious 


area behind the front seat—convenient for carrying tools, bulky merchandise or extra equipment. 


Without obligating myself, I'd like to learn more about Studebaker Vehicles. 
i MR. A.E. FITZPATRICK, Manager, Fleet Sales 
STUDEBAKER-PACKARD/Dept. PUF-12-4, South Bend 27, Indiana 
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) Rew recent balloting in the congres- 
sional elections lends fresh support, 
if any were needed, to the proposition that 
inflation is here to stay for a while. Of 
course, if we take the long view of history, 
inflation never has been stopped, reversed, 
or even controlled for very long. Inflation 
is as difficult to halt over substantial pe- 
riods of time as the tides of the ocean. 


IN many lands and in many ages, gov- 
ernmental authority has attempted to con- 
trol, if not reverse, the deterioration of 
purchasing power of the local monetary 
unit. But, leaving aside the backing and 
filling of relatively short economic cycles, 
the end result has always been in favor 
of inflation. From the time of the Roman 
denarius, through the coin-clipping she- 
nanigans of the post-Augustan Caesars, no 
monetary unit has ever won a lasting bat- 
tle with inflation. The doubloon, the pis- 
tole, the pound, the mark, the ruble, the 
lira, the franc have all sunk lower with 
passing years from earlier levels of pur- 
chasing power. Is the dollar now following 
suit? It is, of course, and the only question 
is a relative one of how fast and how soon. 
The best that has been done, in a tempo- 
rary way, has been to come to terms with 
inflation through adjustment of other eco- 
nomic factors in such a way as to slow 
down any unusual or abrupt spurt threat- 
ening to unbalance the economy as a 
whole. 


Proressor Harold G. Moulton, long- 
time president of the Brookings Institu- 
tion, in his recent book, “Can Inflation 
Be Controlled?” has given us some food 
for mature thought about the nature of 
inflation in modern society. He approaches 
the subject free of misconceptions which 
have been based on suspicious economic 
dogma concerning the relationship be- 
tween changing commodity prices and the 
amount of money in circulation, the 
amount of gold available, interest rates, 
etc. 









































FRANKLIN H. COOK 


gree utility companies, which have a 
vital stake not only in the amount of 
inflation, but also in the pace of inflation, 
might well ponder Professor Moulton’s 
conclusion that it is political or economic 
factors which play the major role in call- 
ing the tempo of the inflationary rat race. 
He sees wages as a paramount influence. 
Of course, it can be proven that wars and 
other developments in the political sphere 
have caused short-term inflationary spi- 
rals. But over the long pull, Moulton sees 
the balance between wages and produc- 
tion as the principal influence on price 
levels. In other words, if labor presses for 
raises faster than technology can increase 
productivity, general price increases can- 
not be avoided. 


FURTHERMORE, monetary controls are 
of no use in such a situation. Answering 
the question raised in his book, Professor 
Moulton thinks that inflation could be con- 
trolled to some extent, but he is not hope- 
ful about our nation’s capacity for doing 
so, under the present circumstances. 


A" of which brings home to the public 
utility companies the never-ending 
challenge of raising new capital to take 
care of expansion. Two of the articles in 
this issue, both by professional econo- 
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serves a very special 


part of America 





bala Per cent of the 
“aienas S natural gas cus- 
es ae per cent of 
i i Population— 
ss © seven States 
i ere Columbia serves 


ou; iout its service territory—in Ohio, THE COLUME 
; ome SYSTEM, INC. 
ns} vanila, West Virginia, Kentucky, COLUMBIA GAS SYSTEM SERVICE CORPORATION 


COLUMBIA HYDROCARBON CORPORATION 
420 EAST 410t STREET, NEW YORK 17, a. Y¥. 


gini , Maryland and southern New 
: CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
b~ 1atural gas continues to be the AVENUE, S.E, CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
. PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 

ern: d fuel for home and industry. PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 





PAGES WITH THE EDITORS (Continued) 


mists, deal with this puzzling aspect of 
operating regulated utility enterprises on 
a rapidly growing scale under the pres- 
sure of price inflation. In the opening arti- 
cle PRoFEssOR FRANKLIN H. Cook of the 
College of Business Administration, Penn- 
sylvania State University, has made an 
analysis of some past capital and debt re- 
lationships for steam, hydro, and pur- 
chasing-type utilities in the electric power 
field, in an effort to project what may hap- 
pen under future cycles of deflation or 
continued inflation. He approaches the 
question from the standpoint of whether 
within the next quarter-century (the ap- 
proximate life of equipment purchased), 
there will be inflation or deflation, or both. 


PROFESSOR Cook was born in Vicks- 
burg, Pennsylvania, in 1911 and graduated 
from Bucknell University (AB, ’33). He 
took a law degree at Duke (LLB, °36) 
and a Master’s degree in economics at 
Pennsylvania State University (’40). He 
joined the faculty of Pennsylvania State 
in 1937. He is a member of the American 
Economics Association, the American As- 
sociation of University Professors, and 
American Business Law Association. 


ee C. Maruis, author of our second 
article (beginning on page 944) in this 
issue, on the impact of inflation on utility 
earnings, is professor of economics at the 
State University of South Dakota. He 
raises the question of whether improved 
technology and increased consumption can 
offset price rises and stabilize rates of de- 





JAMES H. COLLINS 





PAUL C. MATHIS 
preciation as in former years. Will the 
future investors demand higher dividend 
pay-out or percentage yield? Is the indus- 
try reaching the end of its time-tested, 
built-in capacity for absorbing increased 
operating costs by continued improve- 
ment? 


ProFessor Maruis received both his 
AM and PhD degrees at the State Uni- 
versity of Iowa. He has been at the State 
University of South Dakota since 1947 as 
professor of economics in the School of 
Business, College of Arts and Sciences, 
and the Graduate School. He has written 
several articles and monographs on busi- 
ness and economic subjects. 

a a 


6 en third feature article in this issue 
(beginning on page 949) deals with 
the subject of considerable discussion 
among public relations people these days. 
That is the “image” of a utility company. 
Written by James H. Coins of Wash- 
ington, D. C., author of numerous business 
articles, this is an account of how differ- 
ently various people feel about utility 
companies. It may not be the way some 
utility people themselves think. Mr. 
COLLINS discusses the new survey tool 
(Motivation Research) which can be used 
to correct or at least change such images. 


THE next number of this magazine will 
be out December 18th. 


Nar Oolitpre- 
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Sketch of ‘‘Pathfinder’’ 
imercial atomic power plant 





In 1953 Pioneer joined with other groups, all report- 
ing to the Atomic Energy Commission, for constant 
study of atomic energy application. Today Pioneer 
is qualified as a consultant to industry in the 
application of atomic reactor systems to the gener- 
ation of electric power. Presently, Pioneer is acting 
as architect-engineer and supervisor of construc- 
tion of the 66,0C0 kw commercial atomic power 
plant shown here. Allis-Chalmers Mfg. Co. is ‘the 
prime contractor. Scheduled for 1962 completion, 
the plant, for the Northern States Power Co., will 
be known as the ‘Pathfinder’. 
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ATOMIC 


PROGRESS 








THROUGH 


Pioneer Service fi 
& Engineering Go. ///1\\ 


231 South La Salle Street, 1 
Chicago, Illinois J 





Organized as Central Utilities Atomic Power Asso- 
ciates, these utilities will share in the research and 
development costs: Northern States Power Co., 
Central Electric and Gas Co., Interstate Power Co., 
lowa Power and Light Co., lowa Southern Utilities 
Co., Madison Gas and Electric Co., Mississippi Val- 
ley Public Service Co., Northwestern Public Serv- 
ice Co., Ottertail Power Co., St. Joseph Light and 
Power Co., Wisconsin Public Service Corp. PIONEER 
SERVICE & ENGINEERING CO., 231 South La Salle 
Street, Chicago, Illinois. 


fy 
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On your letterhead, write 


\ New Horizons in Power”’. 
i Describes, illustrates Pioneer’s 
\ engineering services, and 
corporate services, from 

financing to operation. 













for 40-page booklet, ‘‘Pioneering 





Coming IN THE NEXT ISSUE 


(December 20, 1958, issue) 
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DEFENDING FREE ENTERPRISE 
Every summer in the small California city of Claremont, the Institute on Freedom and 
Competitive Enterprise goes into session for two weeks of lecturing and discussion. 
Top-flight professors, economists, and other intellectual specialists meet to examine 
and appraise the nature of free enterprise and its relationship to individual liberty. 
Since the first institute was held in June, 1954, thirteen lecturers have been drawn 
from Europe and the United States, including such international figures as John Jewkes, 
prominent Oxford economist, and Jacques L. Rueff, Chief Justice of the European 
Coal and Steel Community. Dr. Robert T. Patterson, a staff member of the American 
Institute for Economic Research, has written for readers in the public utility field, an 













account of this experiment in economic appraisal and review of the enterprise system. 










ANOTHER LOOK AT STATE REGULATORY AGENCIES 
Eric Schenker, assistant professor of economics, College of Business and Public Service, 
Michigan State University, believes that a fresh approach is needed for the determina- 
tion of a fair rate of return in the light of inflationary influences and record plant ex- 



























pansion. Professor Schenker notes the line of demarcation between state and federal . 
commissions in the power reserved to the states by the Tenth Amendment to the Consti- 
tution. The author feels that public utilities can only accomplish their objective of pub- = 
lic service with enlightened management, understanding commissioners, and an in- 
terested public. But the public must be made aware that the rate it pays today assures N 
availability of an ample supply of service in the future. cl 
t 
A CALIFORNIA STORY OF GAS PIONEERING o 
One of the pioneer gas companies in the United States was the old San Francisco “ 
Gas Company, which started in business in 1854 with 237 customers. Today its great- ) 
great-grandchild, Pacific Gas and Electric Company, is serving over a million and a - 
half customers in excess of 200 billion cubic feet of gas a year. Jane Eshleman Conant d 
of the staff of the San Francisco Call-Bulletin, has written an entertaining description a 
of how this one company helped open the West and how it contributed greatly to the 
development of industry in the California area. Pacific, by right of corporate succession, f 
thus is accounted one of the centenary gas companies in the United States. But it was P 
first in a number of other respects. Nearly thirty years ago it introduced natural gas ’ 
into the San Francisco area and barely missed doing so as early as 1921. And when a 






cold snap comes to San Francisco, Pacific Gas and Electric becomes, paradoxically, 
its own first ‘'interruptible'’ customer for gas. 
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Als O . . . Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Waste rate structures are the ‘chicken or the egg’ in future planning, a first and basic 
requirement is accurate, continuing monthly analyses of present billing. 
Any workable formula for projection of future operations and their capital require- 
ments, must in some measure be based upon what is happening now. 
R & S can produce these analyses quickly and economically by its “One Step 
Method of Bill Analysis’ on the exclusive ma- 
chine of its invention shown below. Important 
too, is our 20 year record of serving hundreds 
of companies, who have found R & S analyses 
enjoy considerable prestige with rate commis- 
sions. A further advantage is, all the analyses are 
done in our office, your personnel and equipment 
are not involved. 
As an aid in your future planning send 
for the booklet describing the “One Step Method 
of Bill Analysis’—a request to Dept. P-2 will 


RECORDING & 
STATISTICAL CORP. 


100 SIXTH AVENUE 
NEW YORK 13, N. Y. 





WATION-WIDE SERVICE 





CEukeble Crke 


“There never was in the world two opinions alike.” 


FRANK W. ABRAMS 
Chairman, executive committee, 
Council for Financial 
Aid to Education. 


LupDWIG von MISES 
Economist. 


NORMAN TOPPING . 
President, University of 
Southern California. 


THomMaAs NIxon CARVER 


Columnist, Los Angeles Times. 


RoBert W. KEAN 
U. S. Representative from 
New Jersey. 


Joun C. STERLING 
Chairman, Advertising Council. 


—MONTAIGNE 





“No business or industry . . . could exist without the 
highly trained personnel provided by our universities. 
There is no segment or element of our national economy 
that is more dependent on a free and independent educa- 
tional system than American business.” 


¥ 


“There is only one way that leads to an improvement 
of the standard of living for the wage-earning masses— 
the increase in the amount of capital invested. All other 
methods, however popular they may be, are not only 
futile, but are actually detrimental to the well-being of 
those they allegedly want to benefit.” 


¥ 





“Tf our universities—and particularly our private uni- 
versities—are to be regarded in the years ahead as the 
true fountainheads of learning, progress and freedom, 
and as great social instruments, they must decide how 
they will prepare themselves for this ever-increasing re- 
sponsibility and this greater opportunity.” 


© 


“Wherever men are permitted to own things they will 
own things. If a group may own things as a group they 
will occasionally do so, If more choose to own things 
individually than in groups it is because they like it 
better. If more people compete than co-operate it is be- 
cause they prefer it that way—not because they were 
compelled to compete or forbidden to co-operate.” 


¥ 


“New Jersey taxpayers are paying 34 per cent of 
all federal taxes. I believe that, instead of putting the 
load on the taxpayer, private industry should do the 
job wherever possible. If private industry can do only 
a part of the job, then it should be done on a partner- 
ship basis, I cannot see the logic in the New Jersey tax- 
payer being called on to pay a part of the cost of any 
[public] power project which would in no way benefit 

im.” 


¥ 


“Our national problems cannot be solved by a citi- 
zenry that does not know what the score is. On the 
other hand our problems are greatly multiplied by those 
who through misguided paternalism or mean or short- 
sighted interests seek to keep the facts from the people. 
A constructive and confident attack on the recession 
cannot be made by throwing sand in the public’s eyes 
or by asking it to bury its head like an ostrich. From 
all sides the people are being asked to show confidence, 
but who is showing confidence in the people? The news- 
papers are when they lay the facts before them.” 
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Typical Users of 


Newport News Equipment 


PLANT 
Boone 
Buchanan 
Caonillas 
Chief Joseph 
Clark Hill 
Deer Lake 
Folsom 

Fort Patrick Henry 
Hiwassee 
Hoover 

4. H. Kerr 

Jim Woodruff 
Lower Salmon 
Norris 

Rock Creek 
Santee-Cooper 
C. J. Strike 
Whitney 
Wilson 


LOCATION 
Tennessee 
Texas 

Puerto Rico 
Washington 
South Carolina 
Newfoundland 
California 
Tennessee 
Tennessee 
Nevada 
Virginia 
Florida 

Idaho 
Tennessee 
California 
South Carolina 
Idaho 

Texas 
Alabama 


















General view of dam at Grand Coulee, built by the Bureau 
of Reclamation, which utilizes 18 Newport News turbines, 
the most powerful ever built. Nine are 150,000 h.p. units, and 
the other nine are rated at 165,000 h.p. each. 














Turbines designed and built for the world’s largest 
development at Grand Coulee...and for other 
hydroelectric installations in America and various parts 
of the world... bespeak the skill and facilities 

offered by Newport News. 









This trained organization has filled hydroelectric 
turbine contracts with an aggregate rated output 
of 7,000,000 horsepower. 








Other equipment designed and built by Newport News 
includes penstocks, pressure regulators, valves, pumps, 
gates and rack rakes. Upon request, a copy of our 
illustrated booklet entitled “WATER POWER 
EQUIPMENT?” will be sent to you. 















Newport News 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 








W PEAKING PLANIN 


IRST DAY THIRD DAY 
irst of three self-housed generators is placed First generator arrives at site. Previously, unde 
n flat-bed trailer or rail car at Electro-Motive ground fuel tanks, lines, cables were installed, groun 
Plant. Unit is then hauled to installation site. leveled and stone fill added. Ties were then place 
on fill to form foundations for plant components. 


EIGHTH DAY 


Adjustment and inspection. Performance test on il 
dividual components begin. On ninth day, } ‘anti 
checked out under actual load conditions, int: grate 
into system operations. Safety fence comple’ ed. 


SIXTH DAY 


hird generator arrives at site. Controls com- 
bonent and second generator were installed day 
before. ‘““Package”’ design of all components 
bermits easy handling with winch and jacks. 





5000 KW of new peaking and reserve power is put 
on th2 line. Landscaping was added later to complete 
site. lant operates completely unattended, comes up 
to fuil load from dead start in less than ninety sec- 
onds. Entire plant could be moved to new site in 
same ten-day period, if changing load characteristics 
require such a move. For complete details, contact 
your Electro-Motive representative. 


ELECTRO-MOTIVE DIVISION 
GENERAL MOTORS :- La Grange, Ill. 
Sales-engineering offices: 

Chicago, New York, St. Louis, San Francisco 


In Canada: 
General Motors Diesel Limited, London, Ontario 








bLifelines of the nation / 


P laying a dynamic role in the economy 
of our nation, the investor-owned Utility 
Industry continues to expand its life- 
lines of service. Not only meeting the 
needs of today’s consumers, but prepar- 
ing also for an atomic age, Utilities are 
faced with enormous capital expansion 
requirements. 


To assist in the many financial complexi- 
ties accompanying this growth, Irving 
specialists are ready with new and sound 
approaches. Our Analytical Studies, 
Seminars, and Round Tables, may bring 
added vitality to your capital planning, 
financing, or cultivation of the financial 
community. 


For more information, call Public Utilities Department at DIgby 43500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $130,000,000 


Ricuarp H. West, Chairman of the Board 


Total Assets over $1,600,000,000 
Georce A. Murpny, President 


Public Utilities Department—Joun F. Cups, Vice President in Charge 
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Thursday—4 


Insiitute of Radio Engi- 
neces begins annual confer- 
ence of the professional 
group on vehicular com- 
munications, Chicago, Ill. 


3 


Friday—5 


American Society of Me- 
chanical Engineers ends six- 
day annual meeting, New 


York, N.Y. 


Saturday—6 


Rocky Mountain Gas Asso- 

ciation will hold annual 

meeting, Denver, Colo. Dec. 
30. Advance notice. 


Sunday—7 


Institute of Appliance Man- 
ufacturers begins year-end 
meeting, Dallas, Tex. 








Monday—8 


Electric Companies Public 

Information Program, 

Steering Committee, begins 
ieeting, Chicago, IIl. 


Tuesday—9 


Oklahoma Broadcasters As- 
sociation will hold winter 
meeting, Claremont, Okla. 
1959. Advance 
notice. 


Jan. 17, 


Wednesday—10 


American Nuclear Society 
ends three-day annual meet- 
ing, Detroit, Mich. 


@ 


Thursday—11 


Washington Public Utility 

Districts Association begins 

annual membership meeting, 
Seattle, Wash. 





Friday—12 


‘rtising Association of 
West will hold mid- 
r conference, San Jose, 
Jan, 23-25, 1959. Ad- 


vance notice. 


Saturday—13 


American Society of Heat- 
ing and Air Conditioning 
Engineers will hold exposi- 
tion, Philadelphia, Pa. Jan. 
26-29, 1959. Advance notice, 


Sunday—14 


Annual Conference of 

Doble Clients will be held, 

Boston, Mass. Jan. 26-30, 
1959. Advance notice. 


Monday—15 


Pennsylvania Electric Asso- 

citation, System Operation 

Committee, will hold meet- 

ing, Johnstown, Pa. Jan. 

29, 30, 1959. Advance no- 
tice. 





Tuesday—16 


c Utilities Advertising 

‘tation, Region 9, will 

ieeting, Portland, Ore, 

0, 30, 1959. Advance 
notice. 





Wednesday—17 


American Gas Assoctation 

will hold home service 

workshop, New Orleans, 

La. Jan. 29-31, 1959. Ad- 
vance notice. 
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Thursday—18 


Southwestern Legal Foun- 

dation will hold short course 

on oil and gas law, Dallas, 

Tex. Feb. 2-27, 1959. Ad- 
vance notice. 





Friday—19 


National Telephone Co-op- 
erative Association will hold 
annual meeting, Washing- 
ton, D. C, Feb. 6, 7, 1959. 
Advance notice. 
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The Floating Caboose 


In the Little Big Inch pipeline (Texas Eastern Transmission Corporation), 
soft, durable synthetic rubber spheres act as effective partitions 
between different petroleum products flowing through it. The 
passing of the sphere marks the end of one “train” of 
products and the beginning of another. 
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Capital Needs of 


Electric Power 


By FRANKLIN H. COOK* 


An analytical look at some past capital and debt relationships for 

steam, hydro, and purchasing-type utilities, large and small, along 

with ideas of what may happen under future deflation or continued 
inflation. 


INCE the end of World War II the 
electric power industry has more 
than doubled its plant investment 

from $15 billion in 1946 to approximately 
$36 billion in 1956. During that same 
period total capital stock outstanding 
moved from $6 billion to $12 billion, and 
long-term debt from $6 billion to $15 bil- 
lion.’ One writer believes that within the 
next four years spending by the electric 
power industry will triple from the pres- 

* Professor of business law, College of Business 
Administration, The Pennsylvania State Univer- 


sity. For additional personal note, see “Pages with 
the Editors.” 


ent rate to $11 billion per year,’ or a total 
of about $20.2 billion; 75 per cent will be 
spent by the private electric power indus- 
try, of which amount $10 billion will be 
in new money. 

Increased demand by the formation of 
new households and the greater use of 
electricity by present users will produce 
the need for new plant and more capital. 
In 1957 there were 51 million households ; 
by 1970 69 million households are pre- 
dicted.* Many electric utilities are building 
their plant to supply the customer of to- 
morrow with summer air conditioning 
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and winter warmth through the heat 
pump.* Such a home will use 12,000 to 20,- 
000 kilowatt-hours annually. 


Plant Investment and Costs 


| goer utilities have certain relation- 
ships between plant value and operating 
revenue and operational problems that are 
peculiar to the group. In the electric pow- 
er industry this situation is especially 
true. 

One of the basic generally recognized 
attributes of the electric power industry is 
the great amount of capital required for 
every dollar of operating revenue. In 1956 
the typical purchasing utility, primarily 
consisting of a distribution system, showed 
$2.40 in plant investment for every dollar 
of operating revenue; the generating com- 
pany that utilized steam, $4.20; and the 
hydroelectric concern, $6.30, Chart A 
(page 931). Also, in the industry the larg- 
er units,® and the larger companies are able 
to deliver power more cheaply to the con- 
sumer than the small enterprises, Table I. 


TABLE I 


AVERAGE COST PER 

KILOWATT-HOUR, 1955 
Size Purchasing Steam 
Small 2.5¢ 2: 


Medium 1.4 12 
1.3 9 


Source: Federal Power Commission, Statistics of 
Electric Utilities in the United States, 1955. Figures 
represent medians for all electric companies in the 
United States securing their operating revenues 
solely from the sale of electricity. Subdivision on 
basis of size is according to operating revenue; on 
basis of type, according to source of over 50 per 
cent of power sold. These are not average selling 
prices, but represent total operating revenue deduc- 
tions divided by total kilowatt-hours sold. 


Hydro 
1.3 


The present position of the electric pow- 
er industry can best be appreciated and 
understood through a chronicle of its re- 
cent history. From 1925 to 1929 through 
the use of the holding company the indus- 
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try generally was exploited in building up 
electric power empires. Prior thereto the 
recognition of the principle that electricity 
could be transmitted great distances at 
high voltages made it feasible to tie to- 
gether the many small generating plants 
operating in individual cities. In many in- 
stances the original value of these plants 
was inflated by the sale and resale of the 
operating properties from one company to 
another. The financial crash of 1929, with 
the consequent exposure of much of the 
disorder in the financial structure of the 
electric power industry, stopped the merg- 
ing of the small units into the large. From 
1933 to World War II few new utilities 
were promoted, for in this period approv- 
al in many cases had to be secured from 
both the Federal Power Commission and 
the Securities and Exchange Commission. 


hpi these years the electric power 
industry was in the process of get- 
ting its house in order by accumulating 
surpluses against which to write off the 
capital plant adjustments that had to be 
made at the direction of federal authori- 
ties. Some new plant equipment was ac- 
quired. But the war years found the elec- 
tric power industry compelled to use its 
existing facilities to maximum capacity, 
including the old equipment which was 
more costly to operate. Maintenance had 
to be curtailed because of shortage of per- 
sonnel and supplies. 

Consequently, the end of the war found 
a dammed-up demand for new power 
equipment by an industry that was in a 
sound position to finance the purchase of 
such assets, and an investing public— 
chiefly the life insurance companies—that 
desired the securities of the electric power 
field. 
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PLANT INVESTMENT 
(Total Utility Plant / Operating Revenue) 
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Chart A* 


CAPITAL STOCK AND LONG-TERM DEBT / OFERATING REVENUE 
Furchasing —---- Steam Hydro sesseee+ 


Chart BY* 


*Sources Cook, Franklin H., "Significant Ratios in the Electric 
Power Industry” » Bulletin #59, Bureau of Business Research, 
College of Business Administration, The Pennsylvania State 
University, 1958; Opapt.B, p10. 


**Source: Cook, Franklin He, "A Financial Ratio Analysis of 
Blectric Powar Comanies", in process of publication, 
Bureau of Business Research, College of Business Administration, 
The Fennsylvania State University. 
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Postwar Developments 

pres the end of the war the industry 

has doubled its plant investment, and 
its capacity, principally in the use of larg- 
er generators, over 100,000 kilowatts.® 
This construction was done with a 25-cent 
dollar in terms of purchasing power prior 
to World War I.” During the last fifteen 
years there has been an increase in pro- 
ductivity. Costs have declined in the use 
of coal, 33 per cent; 25 per cent reduction 
through the use of larger generating 
plants; and a 20 per cent decrease through 
the improvement of the load factor.* The 
generating plant rated most efficient by 
the industry in 1950 was in eighth place 
in 1955.° The industry shows real pro- 
ductivity in that in 1956 output was up 
ten per cent, but the number of employees 
increased only one per cent; fuel, seven 
per cent ; maintenance, five per cent; reve- 
nues, nine per cent; and dividends, seven 
per cent.?° 


Looking Ahead 
vy HE electric plant of the future will be 
more efficient than the electric plant 
of today. This is a general statement, and 
as a general statement is true. However, 
the impact of an expanding population 
will have different effects upon the com- 
pany with old equipment, the concern with 
new equipment, the utility that buys its 
power at wholesale, then retails it, the en- 
terprise that generates its energy by steam, 
and the one that utilizes hydraulic forces 

of nature to supply its power. 

The utility with old equipment which 
will require replacement, presently has 
low annual depreciation charges in com- 
parison with similar charges on new equip- 
ment, high maintenance costs, and because 
of technical inefficiency in a ten to twenty- 
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year-old plant, general overall higher 
costs. When this plant is replaced, mainte- 
nance costs will drop, but depreciation 
charges will increase because of the higher 
price for the new equipment; also, there 
will be added financial outlays for inter- 
est. The concern that now possesses new 
equipment with excess capacity will have 
higher depreciation costs as indicated. 
However, since depreciation is a fixed 
cost, this charge per kilowatt-hour can be 
reduced by greater use of the reserve 
capacity. 


i iow utility that consists chiefly of a 

distribution system does not have the 
problem of obsolescence that faces the 
generating enterprise. Therefore, its fu- 
ture cost picture is chiefly one of recaptur- 
ing present outlays for line expansion or 
replacement. There are not the possibilities 
of cost reduction potential possessed in the 
production equipment of the generating 
utility. 

So it is conceivable that among the hun- 
dred or more electric companies in the 
United States that purchase power for re- 
sale there may be some that are expand- 
ing or replacing distribution equipment 
and in the future will operate on a higher 
plateau of costs. These costs can be re- 
duced only by increasing demand within 
the framework of the purchasing com- 
pany’s contract with its supplier; or by 
changing the terms of the contract with 
the supplier. Such change, however, is de- 
pendent upon the ability of the supplying 
generating company to meet its own de- 
mands and those of the distribution con- 
cern. 


"= generating company with 40 per 
cent of its assets tied up in production 





CAPITAL NEEDS OF ELECTRIC POWER 








39 40 41 42 43 44.45 46 47 48 4950 51 52 53 54 55 56 57 58 59 60 61 


cmal 


CAPITAL STOCK AND LONG-TERM DEBT / OPERATING REVENUE -PURCHASING 
L 


Chart 1 
Source: Ibid. 


~—. 

a = 
—-_<7reeee-o -— 
o-——— 


2 
SSieauee 


CAPITAL STOCK AND LONG-TERM DEBT / OPERATING REVENUE -STEAM 
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Chart 2 
Sources Ibid. 
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CAEITAL STOCK AND LONG-TERM DEBT OUTSTANDING / OPERATING 
REVENUE - HYDRO 
Small Largé@ ----- 
Chart 3 


Source? Ibid. 
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plant if a steam utility, and 50 per cent, if 
a hydro company,” is in position to 
achieve decreases in costs through the em- 
ployment of larger and more efficient gen- 
erating equipment. At the present time it 
takes .93 pounds of coal to generate a kilo- 
watt-hour ; there is possibility that in the 
near future generators will require only 
.6 pounds per kilowatt-hour.” Atomic en- 
ergy will enter the power industry as a re- 
placement of the fossil fuels under the 
boilers that generate steam.’* The remain- 
der of the equipment will be unaffected by 
the atomic changeover. Therefore, the use 
of fission fuel will penetrate the power in- 
dustry through the  steam-generating 
companies, rather than the purchasing and 
the hydro utilities. Naturally, it will be 
considered competitively first by those 
utilities that are farthest from their fuel 


supply. 


Security Financing 
U NITED STATES industry secures capital 
for new plant from outside sources 
and internal funds. For the entire indus- 
try of the United States in the period be- 
tween 1946-55 $22 billion was secured 
through bonds and mortgage loans, about 
$55.5 billion by new security issues, both 
external sources; $89 billion from re- 
tained net income and depletion ; and $89.2 
billion from depreciation and amortiza- 
tion. Internal sources supplied over two- 
thirds of the capital requirements; de- 
preciation reserves, over one-third.* The 
private electric power industry will not fi- 
nance this percentage of its expansion 
from internal sources. Ten billion dollars 
of the $15 billion required by the industry 
within the next four years will be new 
money.”® 
Within the next decade industry as a 
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whole will require $375 billion in new cap- 
ital. Roughly 16 per cent, or between $40 
and $80 billion will be supplied by equity 
securities.!® Between 1940 and 1956, in- 
clusive, of the $23 billion raised by the 
electric power industry in new securities, 
29 per cent or $6.5 billion was obtained 
through the issuance of common and pre- 
rerred stock.” During the last five years 
20 per cent of the aggregate of capital re- 
quired by the electric power industry has 
been obtained through common stock is- 
sues." 

Curiously, from 1940-47, inclusively, 
slightly over one billion dollars of securi- 
ties were issued for new capital, and $6.5 
billion for refunding, roughly a ratio of 
$6 in refunding for every dollar of new 
capital; each year refunding dollars ex- 
ceeded new capital. But in 1948 the trend 
changed, for each of the following years 
new capital requirements exceeded re- 
funding, yielding for the period of 1948 
to 1956 almost $14 billion for new capital 
and one and a half billion for refunding, 
or $8 for new capital and $1 for refund- 
ing.’® 


b ineneer medians Chart B (page 931) 

demonstrates the capital requirements 
in terms of operating revenue for the three 
types of companies, purchasing, steam, 
and hydro, from 1939 through 1955. Note 
how technological efficiency and greater 
use of internal funds have driven the curve 
down from 1939, At that time the hydro 
generating concern had approximately $6 
in long-term debt, common and preferred 
stock outstanding for every dollar of op- 
erating revenue; by 1955 this figure had 
been reduced to $4.60. The steam com- 
pany had an 80-cent drop, from $4.20 to 
$3.40. 
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Observe that in 1948 when there 
was an increase in financing the line rose 
and leveled off, indicating that there 1s 
still plant expansion that has not resulted 
in a corresponding increase in operating 
revenue. 

Charts 1, 2, and 3 (page 933) illustrate 
that as between the large and the small 
company of each type, the small concern 
has less securities outstanding than the 
arge. To some degree these phenomena 
are related to total utility plant invest- 
ment, for the large units tend to have a 
greater plant investment, for every dollar 
of operating revenue, than the small. But 


9 


a 


0 


of equal importance is the tendency of 
the small concern to prefer short-term 
credit in its financing. This practice is typi- 
cal of all small enterprises throughout the 
United States. 


a competitive industry overtrading or 

undertrading is measured by the ratio 
of net worth to operating revenue. If this 
ratio were too low, it would mean that a 
company did not possess sufficient net 
worth to cushion a decline in operating 
revenues; on the other hand, if it were too 
high, it would indicate that the company 
vas not making adequate use of its capital. 
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Chart 4 
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Chart 5 


Source: Ibid. 
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This ratio is similar to the former of long- 
term debt and capital stock outstanding to 
operating revenue, except that it substi- 
tutes earned surplus for long-term debt. 
Charts C (page 935), 4, 5, and 6 (page 
936) show that this ratio has been declin- 
ing since 1939 through 1955. The hydro 
company has decreased from $4.20 to 
$2.70, a drop of $1.50; the steam, 80 
cents, from $2.60 to $1.80; and the pur- 
chasing from $1.90 to $1.20, 70-cent de- 
cline. This diminishment in the ratio of 
net worth to operating revenue means that 


e 


although earned surplus has increased for 
these companies, during this period the in- 
crease in operating revenue has been sig- 
nificantly greater when measured in terms 
of capital stock and earned surplus. The 
general decline in the ratio shows an in- 
dustry-wide more efficient use of net 
worth capital. 

There are no conclusions that size af- 
fects this ratio, except that there may be 
a presumption that the small purchasing 
and small steam company have a lower ra- 
tio than the large, and that conversely for 
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Ibid., Chart 15, p45. 
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the hydro concerns, the smalj unit has a 
greater ratio than the large. 


Demand for Utility Securities 
Kr during the thirties, when utility 
companies were under government 
suspicion, a great demand for securities of 
utilities existed. Currently, the institution- 
al investor finds all the securities of the 
electric power company desirable. Gen- 
erally, institutional investors, particularly 
the life insurance companies, dominate the 
corporate debt and preferred stock mar- 
ket in the United States. In the past the 
vield on these securities has been low, but 
since it was greater than on governinent 
bonds, pension funds and institutional in- 
vestors bid against one another, lowering 
the return. There has been a tendency on 
the part of government and corporations 
to avoid the market in placing their se- 
curities.”° 
In 1954 life insurance companies held 
60 to 65 per cent of all bonds of private 
utilities: electric, gas, telephone, and wa- 
ter companies." They have also been in- 
creasing their holdings in the common 
stock of gas and electric companies. Pre- 
ferring capital gains under the present tax 
laws, individuals tend to avoid common 
stocks of the electric power field, which 
do not offer protection against inflation,™ 
but which are good defensively in a falling 


market. 
8 pean norms of fifteen times earnings 
for the price and a yield of 4.8 per 
cent, investors have turned to public utili- 
ty holding companies as the preferred se- 
curity for their funds. The top six securi- 
ties held by investment trusts are holding 
companies: General Public Utilities, Cen- 
tral and South West, Texas Utilities, 
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American Electric Power Service, South- 
ern Company, and Middle South Utilities. 

There are three reasons advanced for 
the popularity of the stocks from the 
standpoint of security and certainty of 
earnings: (1) Diversification—the op- 
erating companies serve different types of 
territories, such as predominantly rural, 
residential, or industrial; and the com- 
panies are subject to different regulatory 
authorities. (2) Size—economies are ob- 
tained from mass building, planning, and 
operating. (3) Management—there is in- 
creased management efficiency through 
the pooling of ideas.” 


r ' “ne ratio of total utility plant to par 
value of capital stock, common and 


preferred, and long-term debt outstanding 
demonstrates the improvement in the fi- 
nancial position of the electric power in- 
dustry since 1939, Between 1939 and 1956 
for all three types of companies there was 
an increase in the value of total utility 
plant behind the par value of outstanding 
external securities. 

An examination of Chart D(page 939), 
and Charts 7 to 9 (page 937), inclusive, 
signifies that the companies with the low- 
est plant value behind their outstanding 
debt and equity capital are the concerns 
with the highest operating revenues. This 
is true on Chart E (page 940), where the 
steam company is low. Note that the small 
steam and the small purchasing company 
have the best ratios for their particular 
types. 

However, there is a great difference 
between the two. The small purchasing 
enterprise has high earnings on its capital 
stock and long-term debt outstanding, 
whereas, the small steam company does 
not. Since the late forties both of these 
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Power Industry,” loc. cite Chart F, p20. 


companies have shown respectable earned 
surplus accounts. 


Future Financing Prospects Bright 
i ia demand for the capital issues of 


the electric power industry demon- 
strated since 1948 is evidence that the 
companies in this area will operate in a 
favorable atmosphere when seeking new 
money to finance the annual increase of 
more than ten million kilowatts, required 
by our economy. Between 1945-55 the in- 
dustry showed a 130 per cent increase in 
revenue, a similar upturn in net income, 
but earnings on common stock rose by 
150 per cent.** 

A better picture of earnings for the 
electric power industry can be discerned 
in Charts E, 10, 11, and 12. In Chart E 
(page 940) the purchasing concern has the 
highest earnings on the par value of all 
capital stock and long-term debt outstand- 


= 


ing; the hydro utility, the lowest ; with the 
steam enterprise occupying the middle 
position. Earnings here have a converse 
relation to plant investment; for the pur- 
chasing electric company has the lowest 
plant investment per dollar of operating 
revenue, the steam-generating concern 
maintains a midposition, and the hydro 
enterprise is highest. 


ow same emphasis upon size of utili- 

ty plant and consequent capital struc- 
ture appears in Chart 10 (page 941), dem- 
onstrating earnings according to size of 
plant. Herein the small purchasing com- 
pany with the lowest plant investment has 
greater earnings than the large. Note that 
among the steam utilities in Chart 11 
(page 941), it is the medium-size company 
that has better earnings than the large 
company. Is it possible that a company can 
get too large? Such may be the case. How- 
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ever, in examining Chart E observe that 
the returns for all three types of com- 
panies in 1956 are approximately what 
they were in 1939. For example, the earn- 
ings for the steam company started at 7 
per cent in 1939 and ended with 7 per cent 
in 1956. Beginning with their capital ex- 
pansion in 1947 the earnings have steadily 
gone down for the steam companies, turn- 
ing upward in 1954. 

This is particularly true with the large 
steam concern, Chart 11. Since accord- 
ing to Chart B and Chart 2 the capital 
stock and long-term debt outstanding 
to every dollar of operating revenue is 
still expanding for the steam enterprise as 
a whole and particularly for the large 
steam company, any increase in earnings 
must come from increased efficiency of the 
new plant constructed by the issuance of 
the new securities. However, it may be 
that the continued addition of new plant 
may hold down earnings for yet a little 
while. 


Inflation or Deflation 
io management of an electric power 
company is not primarily concerned 
as to whether over the entire history of 
the United States the trend of prices has 
been upward or downward. What is of 
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chief interest to it is whether within the 
next twenty-five years, the approximate 
life of equipment purchased today, there 
will be inflation or deflation, or both. To 
be caught by a fall off in demand with 
high-priced equipment, yielding econo- 
mies at near peak production, and having 
a large reserve capacity, is not the desire 
of any management. In the United States 
inflation has followed wars. Although the 
general trend of prices may be upward, 
years of downward drift of prices exceed 
years of upward swing by two to one. The 
crucial problem to be resolved is when do 
prices start downward after the Korean 
War? 

There are authorities who argue 
that inflation is here to stay,*® and that 
there is no possibility of a major recession 
or depression in the future because (1) of 
the size and permanence of the federal 
debt; (2) the strong and positive commit- 
ments of the federal government to com- 
bat recessions; (3) and the improbability 
of the reduction of wage rates.” 

On the other hand, a downward turn 
could come from two possible sources: 
(1) a psychological crisis in the interna- 
tional or national economic or political 
areas; (2) a positive policy of the federal 
government to promote deflation through 
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the use of powers and tools presently re- 
siding within that body. 


aves the greatest expansion of the elec- 
tric power industry has occurred with- 
in the last eight years, the electric power 
industry in terms of a great decline in 
prices would have high-cost equipment. In 


the securities market the issues of electric 
power concerns are considered good de- 
fensively. The down turn in business in 
1949, 1954, and 1957 was scarcely per- 
ceptible in the electric power field. How- 
ever, the effect now upon the electric pow- 
er companies of a down turn of prices 
would differ according to whether it was 
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a purchasing company or a generating 
utility. Generally, earnings of a purchas- 
ing type of utility whose equipment chiefly 
consisted of distribution facilities, would 
be least affected by a drop in the economy. 
This type of utility ordinarily has a 
high percentage of its revenue coming 
from residential customers: In 1955, 42 
per cent for the purchasing company; 35 
per cent for the steam; and 33 per cent for 
the hydro. Since its income will suffer no 
great decline, and any increased deprecia- 
tion or interest costs from new distribu- 
tion facilities may be equalized by a de- 
crease in variable expenses, the investor in 
the purchasing company would be assured 
of a steady income during a recession. 


7. generating company with reserve 

capacity installed at high costs during 
the past hali-dozen years would be the 
most vulnerable in a downward spiral of 
prices. Because recent additions have been 
primarily steam plants—inasmuch as 
most of the hydro sites have been used 
and demand very quickly exhausts the ca- 
pacity of a hydro plant, compelling it to 
rely upon steam for power—the steam 
utility is the type of generating plant that 
would be most likely to have reserve equip- 
ment. In 1955 the typical steam company 
secured 51 per cent of its total revenue 
from commercial and industrial customers, 
compared with 39 per cent for the pur- 
chasing company, and 36 per cent for the 
hydro. Thus present excess capacity in a 
steam plant, plus a decline in the indus- 
trial load, would really affect the earnings 
of a steam electric company. 


O* the other hand, if continued expan- 
sion is in prospect, the purchasing 
company should continue to prosper. The 
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only negative forces would be the rise of 
variable costs under the rigid price of 
power established by the regulatory au- 
thorities. This increase in costs may result 
in inability to supply the service demanded 
and an overloading of equipment and 
deterioration in quality of service.” 

The generating utility will have to con- 
tend with the same increase in variable 
costs, wages, and supplies, but as a result 
of increasing demand and technological 
efficiency may be able to wipe out such ex- 
pense increases. Since it is momentarily 
impossible to determine whether continued 
inflation or deflation is around the corner, 
the utility that is prepared for either is in 
the best position. Such utility will have a 
good area development program; it will be 
interested in promoting electric house 
heating, preferably through the heat pump, 
which would assure it of a large year- 
round residential load.” 


Summary 
Plant Investment and Operating Costs 


— households and greater use of 
electricity-consuming appliances and 
equipment will increase demand. 

Since 1948 electric power companies 
have been increasing plant investment, 
tending to use larger generators and trans- 
mission lines. 

Ordinarily, generating companies have 
lower costs per kilowatt-hour than pur- 
chasing concerns; large companies than 
small. 


Expansion and Security Financing 


- financing expansion the electric pow- 

er industry does not make as great use 
of internal funds as does United States in- 
dustry generally. 





CAPITAL NEEDS OF ELECTRIC POWER 


In 1956 the electric power industry used 
less external funds to produce a dollar of 
operating revenue than in 1939; the re- 
lationship of net worth to operating reve- 
nue has also been declining—both trends 
indicate a more efficient use of capital. 

Small companies tend to use less ex- 
ternal funds than do the large. 

Since 1939 the value of total utility 
plant behind outstanding capital stock and 
long-term debt has been increasing. 

Earnings on capital stock and long- 
term debt for the median purchasing, 


e 


steam, and hydro concern have remained 
approximately the same as in 1939. 


Effects of Inflation and Deflation 


N event of either economic recession or 

expansion the purchasing company 

should produce good earnings, particular- 
ly the small enterprise. 

However, the generating company with 
unused plant capacity and a heavy indus- 
trial load would fare badly in event of a 
recession, but profit from an expanding 
economy. 
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The Impact of Inflation on Earnings 








Any farsighted businessmen are 
greatly concerned about the pos- 
sibility of a continuance of our 

past trend of inflation into the future, par- 
ticularly during the next twenty or thirty 
years. Electric utility investors, managers, 
and economists are particularly concerned 
about inflation, because the electric power 
industry is expanding output rapidly. It 
is felt that the combination of a growth 
industry, government regulation, and in- 
flation may lead this industry and the 
nation into a serious predicament. 

The managers of electric utilities are 
very much aware of the problems of price 
level inflation. One practical question 
which concerns the ability of utility man- 
agers to raise money for expansion is this: 
Do present depreciation rates squeeze 
equity investors in the electric utility in- 
dustry? Believing that the investors are 
being squeezed, some public accountants 
and many businessmen argue that profits 

*Professor of economics, State University of 


South Dakota, Vermillion, South Dakota. For ad- 
ditional personal note, see “Pages with the Editors.” 
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By PAUL C. MATHIS* 


Will continued inflation eventually squeeze 
stockholder-investors in electric utilities? Or 
will improved technology and increased con- 
sumption offset price rises and stable rates of 
depreciation? Will higher dividends be 
sought? 


are grossly overstated, and capital is be- 
ing taxed instead of income, because ac- 
cumulated depreciation will fall short of 
the cost of replacing worn-out facilities. 
On the other hand, many public account- 
ants and business executives do not be- 
lieve that it would be desirable to make 
charges to depreciation on a basis which 
substitutes replacement cost for actual 
cost of fixed assets. 


Inflation’s Effect on Investors 


_— history will give us some an- 
swers to the question of the effects 
of inflation. The price level has been ris- 
ing since the 1930’s, and so the first ques- 
tion is whether or not stockholders of util- 
ities have been squeezed by stable depreci- 
ation rates since the thirties. The question 
is important, because if stockholders have 
been harmed and are being harmed by 
continuing inflation, it will become in- 
creasingly difficult for the electric indus- 
try to secure funds in order to expand 
capacity at the rapid pace of the past 
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twenty years. A crisis may be brewing, 
therefore. 

Whether utility investors have suffered 
from depreciation practices is a question 
not easily answered. For instance, in ana- 
lyzing historical data so as to determine 
whether the actual cost of replacement of 
plant during a given year has been cov- 
ered by past depreciation charges on that 
plant, the following minor problem rises 
immediately: Since the value of plant of 
electric utilities includes the gas depart- 
ments of some companies in earlier years, 
whereas the gross construction expendi- 
tures are of the electric departments only, 
exact calculations involving both sets of 
figures cannot be made from the Edison 
Electric Institute data. Fortunately, how- 
ever, such exact calculations are not in 
this case necessary in arriving at reason- 
able conclusions from the following data: 


HE electric utility industry uses a 33- 

year average depreciation period, 
and so most replacement during the 
1950’s might be expected to be of facili- 
ties constructed in the period of the 
1920’s. Costs in the 1950’s are from dou- 
ble to triple those of the 1920’s. Previous- 
ly allowed depreciation, therefore, would 
fall short of replacement cost of identical 
plants by considerable amounts; but the 
old plants were not, in fact, replaced by 
identical plants. 

Considerable technological improve- 
ments in plant and distribution systems 
have taken place during the past thirty- 
three years. Coal consumption per net 
kilowatt-hour is less than 40 per cent of 
what it was in 1922, for example. Fur- 
thermore, the efficiency (earning power) 
of transmission systems has been im- 
proved by greatly increased consumption 


per customer during the past thirty-three 
years. As a matter of fact, the undepreci- 
ated value of utility plant’ increased $6.3 
billion in the period 1922-27, or an aver- 
age of $1.2 billion per year, whereas re- 
placement expenditures* of $474 million 
in 1955, of $323 million in 1954, and of 
$219 million in 1953 indicate either that 
the replacement facilities cost less, or 
that depreciation rates were too high, on 
the average, for equipment installed in 
the 1920’s. The investors were pleasantly 
surprised, in other words. 


Future May Be Different 


5 den problem of replacing low-cost 
electric facilities with high-cost ones 
may be greater in the future, when the 
construction of the 1930’s begins to need 
replacement in the late 1960’s and early 
1970’s. The construction of $2.09 billion 
which took place in the period 1933-39 
can be treated, however, entirely as re- 
placement of early plant, since the unde- 
preciated value of plant declined from 
$14.37 billion in 1932 to $14.11 billion in 
1939. During this period of 1932-39 the 
installed electric-generating capacity in- 
creased by 1.9 million kilowatts, which 
shows that the replacement plant, although 
smaller in dollar value, was more efficient. 
During this period of 1932-39, depreci- 
ated plant value also decreased, in the 
amount of $877 million. 
To the extent that this decrease in book 
value of plant does not represent an in- 
crease in the average age of plant compo- 


1Including gas departments of some utilities. 

2 Of electric departments only. Electric plant (un- 
depreciated) constituted 90 per cent in 1955, 88 per 
cent in 1940, 72 per cent in 1940, and 69 per cent in 
1937 of total undepreciated plant of the electric 
utilities. The change in percentage is partly due to 
the replacement of manufactured gas by natural 
gas in recent years. 
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nents by 1939, it does represent a saving watt-hour before World War I. In the 
in cost of construction of the replacement late 1960’s and early 1970's there will be 
facilities below the original plant cost a second round of replacement, and at 
many years before. The entire $877 mil- prices not much above the cost of the orig- 
lion reduction in plant value may repre- inal plant built from 1900 to 1910, in 
sent such savings in the $2.09 billion terms of efficiency of plant. Of course, 
construction replacement program during this forecast allows for only moderate in- 
the 1930's, or a saving of over one-fourth creases in construction costs above their 
of the original cost of plant being re- present levels. 
placed. 

The plant construction of the 1930’s 
depression period was replacement of old, A an offset to inflation, plant efficiency 
less-efficient plant which was probably has definitely increased over the 


What Happened to Investors 


built at substantially higher cost per kilo- years, in part due to increased electric 


Depreciation Rates and Inflated Prices 


c¢ O date ... electric company stockholders as a group have 

not been squeezed by stable depreciation rates in the 
period of rising price levels since the mid-1930's. Improved technology 
and a substantial increase in depreciation reserve percentage have 
offset higher plant replacement costs. The next question is whether 
stockholder-investors will be squeezed in the future by further increases 
in electric plant replacement costs. Barring governmental action to 
allow utilities to set up special depreciation reserves as an offset to in- 
creasing construction costs, no further increase in depreciation reserve 
percentage is in sight. In fact, a downward trend in reserve percent- 

age began in 1948." 








SS DEPRECIATION 
Bm ACCOUNTS 











DECEMBER 4, 1958 





THE IMPACT OF INFLATION ON EARNINGS 


consumption per customer. A further in- 
crease in efficiency may also be expected 
from future growth in power consump- 
tion per customer. It appears, therefore, 
that the group of investors who bought 
stock in electric companies before 1930 
has not yet suffered from inadequacy 
of depreciation charges in the inflation- 
ary period of the 1940’s and 1950's; 
and this group may not even suffer in the 
future if load per customer grows, if 
technology improves, or if construction 
costs stabilize. 


The experiences of more recent inves- 
tors can best be analyzed by the decade in 
which they bought. In general it can be 
said that there was no new stock issued 
for plant expansion by the electric indus- 
try as a whole in the decade of the 1930’s. 
New investors merely bought stock from 
the older investors, and this transfer of 
ownership does not conceal the point pre- 
viously made-that 100 shares of stock is- 
sued in the 1920’s had not suffered any 
erosion of value by the 1950’s on account 
of depreciation rules. There is, accord- 
ingly, no problem of new stockholders of 
the 1930’s suffering from the inflation of 
later years. 


, in remaining group which may 
have suffered from any inadequacy 
in charges to depreciation, therefore, are 
only the investors who bought new stock 
in the inflationary period of the 1940’s 
and 1950's, during which period the elec- 
tric plant capacity expanded greatly. 
There was an increase of $1.05 billion in 
electric company stock outstanding dur- 
ing the decade 1941-50, at a time during 
which depreciation reserves increased 
from 13 per cent of plant value to 20 per 


cent. It is quite contrary to expectations 
to find such a large increase in percentage 
of plant carried as depreciation reserve 
over a long period of rapid expansion. 

In the period 1951 through 1955 there 
was a further increase of $2.8 billion in 
electric company stock outstanding, but 
depreciation reserves declined slightly to 
19 per cent of plant value. The large per- 
centage increase in depreciation reserve 
since 1940 is significant, because it has off- 
set the doubling of construction costs dur- 
ing the 15-year period, so far as protec- 
tion of stockholder investment in terms 
of “real” values is concerned. Not even 
the new investors of the 1940’s and 1950’s 
have yet suffered from depreciation prac- 
tices. 

To date, then, electric company stock- 
holders as a group have not been 
squeezed by stable depreciation rates in 
the period of rising price levels since the 
mid-1930’s. Improved technology and a 
substantial increase in depreciation re- 
serve percentage have offset higher plant 
replacement costs. 

The next question is whether stock- 
holder-investors will be squeezed in the 
future by further increases in electric 
plant replacement costs. Barring govern- 
mental action to allow utilities to set up 
special depreciation reserves as an offset 
to increasing construction costs, no fur- 
ther increase in depreciation reserve per- 
centage is in sight. In fact, a downward 
trend in reserve percentage began in 1948. 


Efficiency May Offset Inflation 


r is possible that substantial improve- 

ments in technology will offset an in- 
flationary increase in plant construction 
costs. Although fuel costs have begun to 
rise as a percentage of production costs, 
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atomic power may reduce such operating 
expenses within a few decades. 

Another offset to inflationary increases 
in construction cost is seen in further in- 
creases in number of customers and con- 
sumption per customer which seem likely. 
This increased density and consumption 
mean increasing efficiency of production, 
transmission, and distribution through 
the economies of large-scale operation. In 
terms of production cost, for example, 
large generating units are more efficient 
than small ones; and in terms of trans- 
mission and distribution cost, higher volt- 
age lines are more efficient than lower 


tric industry continues to be a growth in- 


dustry, problems of constant deprecia- 
tion rates in the face of moderate inflation 
may well be overcome by improved tech- 
nology and decreasing average cost of 
production as the industry expands. If 
these factors are insufficient to overcome 
the problems of inflation, potential stock- 
holder-investors will begin to estimate 
the amount by which depreciation allow- 
ances fall short of replacing plant, and 
will hold out for higher dividends in or- 
der to make up the difference. This will 
force rate-making bodies to choose be- 
tween the alternatives of allowing special 


charges to depreciation or of breaking 
away from the tradition of holding down 
returns to around 6 per cent on the invest- 
ment. 


voltage. 


hepa ahead a few decades, therefore, 
it can be said that as long as the elec- 





“>> government was an experiment in securing to a people 
the maximum of individual freedom. And the human spirit 
has blossomed in independence and self-respect. It brought America 
to a greatness unparalleled in the history of the world. 

“Amid the scene of vastly growing complexity of life we must 
preserve the independence of the individual from the deadening 
restraints of government, yet by the strong arm of government 
equally assure his fair chance, his equality of opportunity from the 
encroachments of special privileges and greed or domination by any 
group or class. 

“We must not be misled by the claim that the source of all wis- 
dom is in the government. Wisdom is born out of experience, and 
most of all out of precisely such experience as is brought to us by 
the darkest moments. It is in meeting such moments that are born 
new insights, new sympathies, new powers, new skills. Such con- 
flicts as we are in the midst of today cannot be won by any single 
stroke, by any one strategy sprung from the mind of any single 
genius. Rather must we pin our faith upon the inventiveness, the 
resourcefulness, the initiative of every one of us. That cannot fail 
us if we keep the faith in ourselves and our future, and in the con- 
stant growth of our intelligence and ability to co-operate with one 
another. 

“The memory of Americans who glory in Valley Forge even as 
they glory in Yorktown tells us the truth which echoes upward 
from this soil of blood and tears, that the way to the nation’s great- 
ness is the path of self-reliance, independence, and steadfastness 
in time of trial and stress.” 

—HERBERT Hoover, 
Former President of the United States. 
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How People /ee/ 
About Utility Companies... 


. - » Maybe not the way most of us think. 

Customers have "images" of utility con- 

cerns, management has images of the 

customers—both probably out of focus. 

A new survey tool, Motivation Research, 

is used to correct such images—might 
be useful to utilities. 


By JAMES H. COLLINS* 


O see ourselves as others see us! If 

Robert Burns were alive today, any 

sophomore could tell him, “What 
you’ve really got there, Mr. Burns, is a 
motivation research project.” 

This is a recently developed survey 
technique with an unhandy name, usually 
abbreviated to “MR.” 

Business concerns are already spending 
money with their consultants to obtain 


what are called “images” of their products 


and themselves, for the improvement of 
advertising, selling, production, hiring. It 
has helped GE sell motors, helped indus- 
trial salesmen face purchasing agents. It 
may have possibilities for utility compa- 
nies. 

Utility management is taking great 
pains to stand well with people. It has 
some kind of mental picture of itself, as 

*Professional writer, resident in Washington, 


D. C. For additional note, see “Pages with the Ed- 
itors.” 


it thinks people may be thinking about it. 
Nicely colored. Management believes 
that, with all its postwar problems, it is 
doing a good job, that the customers 
ought to applaud. And it also has a pic- 
ture of the customers as it thinks they 
are, intimately informed on company af- 
fairs, maybe a bit sensitive about rates. 


HESE images are undoubtedly wrong, 
and motivation researchers make 
their particular kind of survey, to get 
more accurate images, and offer sugges- 
tions for utilizing them. Often, the cor- 
rections are easily made. Better images of 
customers and company lead to improve- 
ments in sales, advertising, and produc- 
tion. 
This country had a vivid example of 
a cockeyed image until the Russians 
launched a sputnik. We have been busy 
correcting it ever since. 
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Some years before, we had blurred an 
image of Russian schools. In our broad- 
casts to inside Russia, we were stressing 
our comforts and gadgets, as examples of 
what free enterprise could do, contrasted 
with the Russian way of life. It had sug- 
gestions of the rich kid walking through 
a tough neighborhood! Among the con- 
trasts dwelt upon were our schools, which 
we assumed to be superior to those in 
Russia. 

Suddenly, Harvard investigators woke 
up to the fact that the Russians were very 
proud of their schools, as an achievement 
of their ideology. For centuries, Ivan had 
been illiterate. Learning to read and write, 
for everybody, was something wonderful. 
Since then, we have learned a lot more 
about Russian education. 

Russian images of ourselves are some- 
thing else again! 


How “MR” Works 


— RESEARCH deals with why 

people buy, and do other things im- 
portant to business. It is a development 
of market research, which deals mostly 
with their actions. Are they buying less 
soap, more synthetic detergents? Do they 
buy on certain days of the week, at 
Christmas? Is it true that Mom does 85 
per cent of the family buying? For years, 
advertising has been shaped up to that be- 
lief—and now nose counts in supermar- 
kets show that Pop is not only an impor- 
tant customer, but that his sales resistance 
is lower; he is a pushover for impulse 
items. 

MR works something like psychoanaly- 
sis. According to what it is trying to find 
out, it selects panels of housewives, re- 
tailers, engineers, individuals, and groups, 
and quizzes them at length—‘in depth” 
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is the term. Its questions are loaded, so 
that in answering about one thing, the 
quizee reveals something different. On 
that account it has been suspected as 
another “hidden persuader” trick, for 
selling something the customer maybe 
ought not to buy. But it is really open and 
above board, does not try to influence 
anybody. 


ays do not always know why they 

buy, or act. Suppose Mrs. Jones says 
she does not like the gas company. Pressed 
for her reasons, she does not admit that 
Mrs. Johnson told her something she 
heard from Mr. Harrison. She has a face- 
saving reason. She says she is a student of 
community affairs. 

People buy for prestige, for gifts, to 
keep up with others, for many reasons 
based on emotion, whim. But they give 


other reasons. They are not logical or 
predictable. So MR probes for the down- 
under reasons, and these are often comi- 
cal, as well as of the utmost value to 


sponsors. 

For example, in wet weather, women 
wear large plastic galoshes over their 
shoes. A fine idea, very popular with 
women. A manufacturer reasoned that 
oversize galoshes would be a good item 


‘for men, but before making up samples, 


he ordered an MR survey. He dropped 
his idea. Men overwhelmingly said, “Not 
for me—those things are sissy.” Chang- 
ing that notion would be an impossible 
advertising job. 

The mule in Man came up in another 
survey for aerosol hair fixes. They have 
become popular with women. Men use 
tons of hair fix in pomades. They have 
taken to aerosol shaving lathers. But they 
consider aerosol hair fixes something nice 
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for the girls, and let them have them. 


Skeleton in GE’s Closet 
io Bes General Electric Company makes 
efficient DC motors, economical for 
many jobs, but plant engineers were not 
specifying them, for some unknown rea- 
son. 

An MR survey was ordered, and it 
turned up a skeleton in GE’s family closet. 

Engineers had a feeling that DC is old- 
fashioned, and that installing it reflected 
on their professional ability. 

Back in the 1880’s when electricity was 
young, there was only direct current. 
When Tesla came along with alternating 
current, taken up by Westinghouse, it was 
fought as an interloper. DC was Edison. 
GE was Edison. In the battle that fol- 
lowed, no holds were barred; nobody had 
ever heard of “relations.” The industry’s 
whole investment was in DC. The other 
fellow’s current was denounced as dan- 
gerous. The White House still had an 
electrician to turn lights on and off, too 
dangerous for the President’s family. 

As AC gained coexistence on its mer- 
its, the tumult died down, but left echoes. 
Today, although New York city runs 
largely on DC, young engineers come out 
of “Tech” with the notion that it passed 
out with horsecars. GE took steps to pro- 
mote its DC motors in engineering jour- 
nals. 


= 


Ideal Utility Customer 
_— kind of image management might 
hold of the utility customer was 
sketched recently by a relations man.! 

lt would be a better world to live in, 
reasons Kimball Jack, if the average 
utility customer could be changed from an 
indifferent fellow, slightly disgruntled, 
into a friendly, active ally of the company. 

Smiling cheerfully when the postman 
delivers his monthly bill, paying it with a 
feeling of gratitude that he lives in an age 
when electrical service is at his command 
for such a moderate cost. 

Voting for the political candidate who 
recognizes the true worth of privately 
owned utilities, in contrast with the pub- 
licly owned city waterworks. 

Taking up his pen to write his Con- 
gressman when unjust taxes or unfair 
legislation threaten. 

If customers could only be changed into 
pals! A utility fellow may dream, but cus- 
tomers are never like that, and must be 
taken as they are. Motivation Research 
takes them as they are, finding out, re- 
porting to management. 

To a surprising degree, utility custom- 
ers’ ideas of companies are colored by 
enemies. 


1“A New Look at Customer Understanding,” by 
Kimball I. Jack, vice president, Washington Water 
Power Company, Pusiic UTILities FortNiGHTLy, 
Vol. 61, No. 9, April 24, 1958, p. 577. 


hands can do an economical job. The researcher in this field must have 


q Motivation Research is a precision tool for specialists, and in skilled 


a solid background in psychology, the social sciences, and anthro- 
pology, as well as experience in survey techniques, and in business 
problems, according to Audry Langdon, an "MR" specialist who has 
paid particular attention to industrial possibilities in technical journals. 
Miss Langdon has her own agency in New York city. 
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To illustrate: When rate hearings are 
necessary, management usual takes liber- 
al advertising space to present its case in 
detail. It is confident that if the public is 
given all the facts, it will act favorably. 
Management appeals to reason. 

MR raises some doubt about an appeal 
to reason in such circumstances. 


HE newspaper reader is a headline 

skimmer. Reading his paper on a bus, 
he has a wealth of headlines—crime, 
world affairs, politics, horses, sports, the 
market. The utility presentation, on an 
inside page, is hard reading. He turns to 
a murder. 

The same paper carries a report of yes- 
terday’s rate hearing, not very exciting as 
news, attorneys’ arguments mostly. But 
by a simple device the enemies of private 
enterprise have moved it over to page 1, 
with a heading: “Utility Company Seeks 
Higher Rates, but Conceals Assets.” 

An obscure opponent of the rate in- 
crease has appeared before the commis- 
sion and “revealed” the company surplus. 
This has never been concealed, of course, 
but it is perpetually being rediscovered 
for propaganda purposes. Anybody can 
testify before the commission, and then 
quietly disappear. If that money were 
used by management, no rate increase 
would be needed. There are numerous de- 
vices of the same kind, effective in regis- 
tering a smear. The enemy wastes no time 
on reason. A steady succession of smears 
builds the kind of company image it wants 
the public to have. 

Everybody will have forgotten last 
winter’s sleet storm, when the company 
marshaled men and equipment from far 
and near, to restore service. At that time 
something might have been said about 
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the dollars marshaled from the surplus, 
with explanations of why it is carried, 
and must be constantly replenished from 
earnings. 


Customers and Company Have Few 
Contacts 
KY’ telephone subscribers, who con- 
sciously use service oftener than 
power or gas customers, have only casual 
contacts with the company. 

“What do I think of the electric light 
company?” asks Mr. Jack’s average cus- 
tomer, when quizzed. “Why, I don’t 
know much about it. I guess the service 
is all right. I never see anybody connected 
with it. I’d say it compares well with oth- 
er business concerns here in town.” 


His wife would have more definite 
ideas, based on more contacts. Customer 
service has helped her in appliance trou- 
ble. She has attended cooking classes, 
heard company speakers, seen films at 
club meetings. The company seems to 
employ pleasant people, the man who ad- 
justed the range was so polite—but these 
nice employees do not convey any image 
of the company. 

People think of utility corporations as 
big, and there is a curious American atti- 
tude toward bigness. This is a big coun- 
try, it takes big concerns to make and 
distribute goods, serve us with gas and 
electricity. We have to have big public 
works, big government, even big labor 
unions. 

People moving into the suburbs have 
learned how much money and work 
are needed to provide schools, sewers, 
and other community facilities, and have 
seen utility companies meet their growth 
requirements. 
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How Motivation Research Works 


(<4 R works something like psychoanalysis. Ac- 

M cording to what it is ine to find out, it 
selects panels of housewives, retailers, engineers, in- 
dividuals, and groups, and quizzes them at length— 
‘in depth’ is the term. Its questions are loaded, so 
that in answering about one thing, the quizee re- 
veals something different. . . . People do not always 
know why they buy, or act. Suppose Mrs. Jones says 
she does not like the gas company. Pressed for her 
reasons, she does not admit that Mrs. Johnson told 
her something she heard from Mr. Harrison. She 
has a face-saving reason. She says she is a student 
of community affairs. People buy for prestige, for 
gifts, to keep up with others, for many reasons based 
on emotion, whim. . . . They are not logical or pre- 
dictable. So MR probes for the down-under rea- 


sons... 











Road to a Dealer’s Heart 
A= chemical manufacturing com- 
pany (Dow) has made available 
for the general good of management the 
results of MR surveys among service sta- 


— seek jobs with big concerns. 
They offer stability and opportuni- 
ties for advancement, meet change with 
research. To work for a big company is a 
rating of ability—you must have what it 


takes to work there. 

Still, there is a popular distrust of big 
companies. They are concentrations of 
power, regarded as antagonistic to indi- 
viduality, often stigmatized as “faceless.” 
If you have a complaint, and know no- 
body in the company, you will get the run 
around. Everybody has had some expe- 
rience in postwar years getting adjust- 
ments from big concerns through their 
middlemen. Big concerns have political 
influence, keep lobbies, hire clever law- 
yers. 

Motivation Research explores such 
feelings, gets down below them, and is 
often able to suggest ways to change 
them—in some cases very simple ways. 


tion owners, purchasing agents, and oth- 
er business figures who would seem to be 
unaffected by emotions, yet are neverthe- 
less found to be quite emotional in their 
affairs. 

Dow makes chemicals used in anti- 
freeze compounds, which its manufactur- 
ing customers sell through service sta- 
tions; sells nothing to these dealers itself. 
An MR survey was sponsored to find 
ways in which antifreeze makers could 
increase their sales, which in turn would 
benefit the chemical company. 

A firm article of faith among manufac- 
turers of consumer products is, that the 
road to the heart of the dealers who dis- 
tribute them is through their cash regis- 
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ters—check in any retail trade journal, 
with its pictures of happy dealers ringing 
up sales. 

The MR survey showed that this no- 
tion was away off center. 

The service station owner regards him- 
self as a successful independent business- 
man, holding his own against big compe- 
tition. He is generally an automobile 
mechanic who has worked his way up to 
ownership, and is proud of his ability to 
keep his customers’ car expenses down. 

Moreover, he likes to figure as a “Good 
Joe,” a personality, active in community 
affairs, a worker on committees, a “‘join- 
er,” delegate to conventions, pretty stead- 
ily in the local newspapers. 

He has one great dread—that by some 
oversight, some failure to keep up with 
the advances in cars and petroleum prod- 
ucts, he will lose the confidence of the 
customers who rely on him. 


°pkepang the cash register motive is 

not the most effective approach to 
this merchant, and the chemical company, 
presenting the more realistic image of 
him to its antifreeze customers, advised 
putting its technical services at his dis- 
posal, dealing with him as the business- 


man he is. 

Another Dow survey was made among 
purchasing agents, for the improvement 
of selling policy and methods, and it 
turned up some surprising facts. 

The friction between buyers and sales- 
men is of long standing; they are con- 
stantly holding forth on one another’s 
shortcomings. To the salesman, the P.A. 
is a hard bargainer, a tough proposition— 
sometimes the seller tries to get into his 
graces with presents, or through higher- 
ups. 
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It was found that the P.A. has a sor- 
row. There is a notion, in business, that 
anybody who fails elsewhere in the or- 
ganization, can always do the buying, sit 
at a desk and spend the company’s money. 
Even in business, it is not always realized 
that much of his buying is done on speci- 
fications given him by others, and he is 
responsible for getting the best price, the 
closest conformation to specifications, the 
most reliable supplier for deliveries. Pos- 
sibly more than other executives, he car- 
ries home work and worries. 

The P.A. has fought a long battle for 
professional recognition by his company. 
He keenly resents offers of presents and 
attempts to get at him through superiors. 
That is a very tender spot. 

Purchasing agents have common rat- 
ings for salesmen, classifying them into 
four varieties, only one of which is liked. 

The overbearing high-pressure fellow 
is heartily detested, and nowadays not 
often found on large industrial compa- 
nies’ sales forces. The fawning “Yes 
man” is distrusted, as not a reliable 
source of information. There is a “robot” 
type, drilled in a sales spiel, neither fish, 
flesh, nor good red herring. 

The salesman who gets the confidence 
of buyers, and the orders, is one thor- 
oughly grounded in the technology of his 
wares, understanding the buyer’s prob- 
lems, not afraid to stand up and disagree 
with him when he is wrong. That kind of 
salesman is the product of training. 


Customers Often Emote 
bee kind of survey often comes up 
with droll answers, as customers’ 
emotions are probed—and with remedies 
comically simple. 
What do housewives think of the new 
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prepared foods, instant coffees, cake mak- 
ings in a box, frozen dinners? They are 
popular. How could sales be increased? 

These quickies are promoted on con- 
venience, the Little Woman is assured 
that she has had a busy day, that she can 
always get the dinner together in a jiffy, 
that guests will be astonished. 

The Little Woman has a guilty feeling 
about quickies. She likes them, serves 
them, but feels that she should be baking 
biscuits like her grandmother, brewing 
coffee from the bean. Convenience is a 
sales argument that stirs her conscience. 

So, it was suggested that these foods 
be promoted on quality, that a slightly 
higher price be stressed, to give her the 
feeling that she is feeding her family the 
best, guarding its health, the perfect host- 
ess. A potent word in advertising these 
days is “gracious.” Reassure her about 
the quickies, they are “gracious living.” 


What Are MR Specialists Like? 


— RESEARCH is a precision 
tool for specialists, and in skilled 


e 


hands can do an _ economical job. 

This kind of researcher must have a 
solid background in psychology, the so- 
cial sciences, and anthropology, as well 
as experience in survey techniques, and 
in business problems, according to Audry 
Langdon, an MR specialist who has paid 
particular attention to industrial possibil- 
ities in technical journals. Miss Langdon 
has her own agency in New York city.® 


After investigating his client’s prob- 
lem, the MR researcher carefully builds 
a panel of people to be questioned— 
housewives, dealers, professional men, 
government officials. The design of this 
panel is very important, for it will affect 
results and research costs. 

Some quizees will be interviewed as in- 
dividuals, at length, and with these the 
interviewer is likely to be studiedly the 
outsider—neutral, passive, while recep- 
tive and alert for clews. Probing peoples’ 
feelings is difficult, for most adults have 
spent a lifetime covering them up. When 


2“Motivation Research,” by Audry Langdon, 
Chemical Week, April 19, 1958. 


Compared wth market surveys, "MR" costs are moderate, though 
they may seem high on the basis of each interview. A typical survey 
of 100 interviews can be compared with 500 doorbells rung, or 2,500 
mail questionnaires returned. The time required is shorter. One large 
survey took three months, but limited studies for a particular purpose 
may take less than a month. These surveys do take a good deal of 
executive time, for obtaining information about sales, production, 
policies, advertising, problems of the company, needed in designing 
the survey. The design is always passed upon by the executive who 
has the say-so. "MR" reports may seem odd to the executive accus- 
tomed to reports with statistics, tables, and graphs. For these re- 
searchers maintain that business concerns have personalities and in 
the eyes of their customers and their public, some are considered 
good citizens and others not. They report why, often quoting people, 
relating incidents. 


q 


955 DECEMBER 4, 1958 





PUBLIC UTILITIES FORTNIGHTLY 


quizzing groups, the researcher may be 
more energetic. Interviews are never con- 
ducted with people he knows, or with 
anyone having an interest in the client’s 
business. 

Panels vary in size according to the ob- 
jectives aimed at, and the time needed to 
carry out the questioning. They can be as 
few as twenty-five individuals, and up to 
500 persons interviewed in groups, ac- 
cording to Miss Langdon. The average is 
about 100 personal interviews. 


i yoomemeed with market surveys, MR 
costs are moderate, though they may 
seem high on the basis of each interview. 
A typical survey of 100 interviews can be 
compared with 500 doorbells rung, or 2,- 
500 mail questionnaires returned. The 
time required is shorter. One large survey 
took three months, but limited studies for 
a particular purpose may take less than a 
month. These surveys do take a good deal 
of executive time, for obtaining informa- 
tion about sales, production, policies, ad- 
vertising, problems of the company, need- 
ed in designing the survey. The design is 
always passed upon by the executive who 
has the say-so. 

MR reports may seem odd to the exec- 
utive accustomed to reports with statis- 
tics, tables, and graphs. 

For these researchers maintain that 
business concerns have personalities, like 
families, that in the eyes of their custom- 
ers and their public, some of them are 
considered good citizens, and others as 
living south of the tracks. They report 
why, often quoting people, relating inci- 
dents. 

A report will sometimes confirm what 
management has long regarded as true, 
but never been able to confirm. In other 
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cases, cherished beliefs are exploded. 
Miss Langdon maintains that Motivation 
Research has little to offer to manage- 
ment with strong-headed policies, or lack- 
ing leadership. 


How Do You Hire More Engineers? 


A New YorRK man-power consulting 

firm (Deutsch & Shea) conducted a 
typical MR survey to get better ideas of 
how engineers feel toward companies re- 
cruiting them. What company images do 
engineers hold? What makes a favorable 
image? How can a good image be cre- 
ated? 


The panel was made up of fifty engi- 
neers, employed by 44 companies around 
metropolitan New York, ages ranging up 
to forty. Each was shown the names of a 


dozen companies employing engineers, 
and quizzed for an hour and a half, for 
opinions. What kind of engineering abil- 
ity does each company employ, how does 
it treat engineers, what sort of place is it 
to work? 


Most of the quizees had sound infor- 
mation about some of the companies, 
knowing engineers employed by them, or 
perhaps having worked for them. About 
others they were asked to give opinions, 
what they had heard, stories, top-of-the- 
mind stuff, scuttlebutt. The results of 
these interviews were then used to con- 
struct composite images of each company, 
on the principle of the photographer who 
gathered portraits of scientists, corpora- 
tion presidents, and other personages, 
and photographs one on top of another, on 
the same plate. In both cases, an inter- 
esting picture can be obtained. 


From these images the following con- 
clusions were arrived at for improving 
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company reputations with engineers. 
They are applicable to other employment. 


| yprcenggen are always interested in re- 
liable information about employing 
companies. Like employed people gener- 
ally, they speculate about a change of 
jobs. They advise others about employ- 
ment. Information from the horse’s 
mouth offsets scuttlebutt. 

Salary policies and the location of a 
job are not so important as a company’s 
growth factor. Which way is it going? If 
strongly ahead, that affects stability and 
advancement. 

Large concerns are regarded favorably 
for stability and advancement, but there 
is also the feeling that bigness may stifle 
individuality, creativeness—an engineer 
dreads being tied down to a desk with a 
slide rule. 

Engineers are definitely clannish, like 
other professional men. They are critical 
of a company’s engineering shortcomings, 
but seldom criticize its engineers—they 
criticize the company. 

This survey showed that a good com- 
pany image has dollars-and-cents value. 
In recruiting, it attracts better applicants. 
For present employees, it can bring satis- 
faction with their jobs, and build resist- 
ance to outside recruiting in a tight man- 
power market. 


“Who, Me? How Should I Feel?” 


O' course, quizzing the customers is 
nothing new in utilities. In the tele- 


phone field, especially, it is going on all 
the time, nationally, locally, through out- 
side agencies as well as employees. 

Much of this quizzing is done for fu- 
ture planning, but customer opinion is 
sought on quality of service, rates, and 
other matters about which people offer 
opinions. 


_ the postwar years, customer 

opinion of service and rates has been 
steadily favorable, in spite of waiting 
backlogs. 

Improvements in service, direct dialing, 
new electrical and gas appliances have 
buffered rate increases. 

But when customers are asked what 
they think of the company, they are non- 
plused. Favorable opinion is so often 
connected with individual employees, a 
meter reader, complaint clerk, installer, 
appliance service mechanic, that utility 
employees are being coached in salesman- 
ship, to cultivate these rare contacts. 

Motivation Research, exploring cus- 
tomer and public images of utility com- 
panies, finding out how they feel, what 
misinformation their images are based on, 
what sound information might be spread 
around, could come up with a new kind of 
guidance. 

“Who, me?” Mr. Jack’s average utility 
customer might ask. “What do I think of 
the electric light company? Why, I don’t 
know anybody there. I don’t know any- 
thing about them. How should I feel?” 
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“Prorits are not alone an indicator of current performance, but are the es- 
sential key to forward progress in any business enterprise.” 


—RICHARD F. SENTNER, 


Executive vice president, Umited States 
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The 86th Congress 


HE results of the November elections 

have put the fate of legislation affect- 
ing public utilities somewhat in doubt dur- 
ing the next session of Congress. The 
greatly increased Democratic majorities in 
both the House and Senate are almost cer- 
tain to produce, at least for consideration, 
legislation of an antiutility nature. On the 
negative side, proposals aimed at reducing 
businesslike activities of the federal gov- 
ernment and the dependence of various 
groups on federal subsidies which were 
gaining increasing support in the last Con- 
gress, will no doubt be sidetracked until a 
more favorable political climate exists for 
their consideration. Regardless of what 
happens in the elections of 1960, the Demo- 
crats will control the Senate, at least, for 
four more years. 

As for positive legislation likely to be 
considered next year, it is expected that 
proponents of a self-financing bill for fu- 
ture TVA expansion will be able to muster 
enough votes to break the bottleneck in the 
House Rules Committee which alone suc- 
ceeded in preventing passage of such legis- 
lation at the last session of Congress. 
There has already been talk of assigning 
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Washington and 


the Utilities 


a sufficient number of “liberals” to the 
Rules Committee to outvote Chairman 
Smith of Virginia who is opposed to the 
legislation. In addition, the Democratic 
leaders in Congress, House Speaker Ray- 
burn and Senate Majority Leader John- 
son, have outlined a tentative program 
which includes relief to depressed areas, 
vetoed last vear by President Eisenhower, 
expanded water conservation and irriga- 
tion programs, and a stepped-up domestic 
atomic energy program. To this list may 
be added the usual nuisance type of legis- 
lation designed to harass the utility indus- 
tries, such as bills to deny them the benefits 
of accelerated tax depreciation in account- 
ing and rate cases, along with bills to write 
stricter standards into federal regulatory 
commission laws. There is a very good 
chance that the House will give a new 
lease on life to the Subcommittee on Legis- 
lative Oversight for further investigation 
of federal regulatory commissions. 


AS was the case last year, the 86th Con- 
gress is likely to be remembered for 
what it fails to do for public utilities, rath- 
er than for positive legislation of the re- 
strictive type. Proposals to exempt inde- 





WASHINGTON AND THE UTILITIES 


pendent producers of gas from FPC 
regulation, for example, certainly have 
less chance now for congressional approval 
than they did last year. Not only is the 
Democratic majority in the House sub- 
stantially greater, but many of the newly 
elected Democrats are from the so-called 
“consumer” states which have in the past 
led the fight against legislation to relieve 
the gas producers from federal control. 
The same may be said of any proposal to 
overturn the Memphis decision in the 
event the U. S. Supreme Court, which now 
has the case under advisement, fails to do 
so. 

Utilities will probably be unable to de- 
pend too much on the development of a 
Republican-southern Democratic coalition 
which for the last fifteen years has 
kept punitive legislation at a minimum. 
It is true that the important committees 
in Congress will still be controlled by 
Southerners, for the most part. But it is 
equally true that many Southerners have 
not been particularly conservative with re- 
spect to legislation affecting public util- 
ities. In the past, their willingness to co- 
operate with Republican minorities in Con- 
gress has been dictated by their desire to 
prevent civil rights legislation which they 
regard as dangerous to their interests. The 
November election, however, retired a 
number of conservative Republicans who 
sympathized with the South on this issue, 
replacing them either with liberal Demo- 
crats or liberal Republicans who have no 
use for the South’s position on civil rights. 


Re the record, readers may find it valu- 

able to note some changes in prospect 
on congressional committees with which 
the utility industry must deal in its rela- 
tions with Congress. Assignments of new- 
ly elected Senators and Congressmen will, 
of course, not be made until Congress 
meets in January. Since practically all of 


the Democratic incumbents won in Novem- 
ber, there will be virtually no change in 
committee chairmanships. There will, 
however, be some important shifts in the 
minority make-up of the committees, many 
ranking minority members either having 
retired or been defeated in the elections. 

In the Senate, the defeat of Senator 
Bricker of Ohio is likely to promote Sena- 
tor Andrew F. Schoeppel of Kansas to 
ranking minority member of the Interstate 
Commerce Committee. Bricker was also 
a member of the Banking and Currency 
Committee. Senator John J. Williams of 
Delaware is scheduled to succeed Senator 
Martin of Pennsylvania (who did not run 
for re-election) as ranking member of the 
important Finance Committee, headed by 
Senator Byrd of Virginia. The retirement 
of Senators Smith of New Jersey and Ives 
of New York promotes Senator Goldwa- 
ter of Arizona to the post of ranking mi- 
nority member of the Labor and Public 
Welfare Committee. Senator Case of 
South Dakota will lead the minority on 
the Public Works Committee, succeeding 
Senator Martin of Pennsylvania. 

Other retirements or election casualties 
include: Senators Potter (Michigan), 
Purtell (Connecticut), Payne (Maine), 
all members of the Interstate Commerce 
Committee; Senators Malone (Nevada) 
and Watkins (Utah), top minority mem- 
bers of the Interior Committee; Senators 
Jenner (Indiana) and Flanders (Ver- 
mont), both members of the Finance Com- 
mittee; and Senator Thye (Minnesota), 
third ranking member of the Agriculture 
Committee. Senator Dworshak (Idaho) 
will assume Republican leadership on the 
Interior Committee. 


HERE will also be a number of changes 
in the House. The committee lost a 
veteran in the defeat of Representative 
Miller of Nebraska, ranking minority 
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member of the House Interior Committee. 
Representative Saylor (Pennsylvania), a 
caustic critic of federal water projects 
which benefit only a few, succeeds Miller 
as the top Republican on this committee. 
Incidentally, the Interior Committee will 
also have a new chairman, due to the elec- 
tion of Representative Engle to the Sen- 
ate from California. He is likely to be 
Representative Aspinall (Colorado), one 
of the sponsors of the controversial Fry- 
ingpan-Arkansas project. The minority 
leader on the House Public Works Com- 
mittee is expected to be Representative 
Auchincloss (New Jersey), replacing Rep- 
resentative McGregor (Ohio), who died 
prior to the elections. 


¥ 


Snake River Dams 


oneal of Interior Seaton has once 
more come out for a moratorium on 
the building of dams across the Snake river 
in Idaho, below the mouth of the Imnaha. 
In a letter to Secretary of the Army Wil- 
ber M. Brucker, Seaton said there should 
be no more construction of dams in this 
area until the possibilities of providing 
additional water storage elsewhere have 
been fully explored. Seaton pointed out 
that the Middle Snake river basin, up to 
and including the watershed of the Im- 
naha river, an Oregon tributary, is the key 
remaining Columbia basin area for the 
production of anadromous fish. Specifi- 
cally, Seaton stressed the problem of pass- 
ing anadromous fish over high dams, both 
upstream and downstream. 

The Department of Interior, with help 
from the U. S. Corps of Engineers, has 
been advancing biological and engineering 
research on this matter, Seaton noted in 
his letter. He said that while considerable 
progress has been made there remains 
much to learn before the problem can be 
successfully met. He pointed out that even 
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after solving the fish-passage problem 
there remains the loss of spawning and 
rearing areas as a result of flooding by the 
reservoirs. 

Seaton’s letter to Brucker was based on 
an understanding that the Corps of Engi- 
neers is presently considering a number of 
dams on the Middle Snake river below the 
confluence of the Imnaha, an area which 
Seaton describes as essential to the Co- 
lumbia river fishery and one which the 
nation cannot afford to sacrifice at this 
time. Interior studies to date, made by the 
Bureau of Reclamation, though prelimi- 
nary in nature, indicate that there are stor- 
age sites above the Imnaha of considerable 
potential which can be developed now. 
Seaton said that he has been advised that 
these reservoirs, taken together with other 
projects in the general area which can be 
undertaken after the fish-passage problem 
is satisfactorily solved, will meet the ob- 
jective of full comprehensive development. 


. oe suggested that the Army join 
with the Interior Department in the 
adoption of a firm policy of “orienting our 
planning for the undoubted water-control 
needs of the Pacific Northwest” to areas 
other than this critical portion of the Mid- 
dle Snake river unless specifically required 
by the Congress, until “we can be sure we 
will not needlessly harm the vital fish re- 
sources,” for “once this resource is de- 
stroyed it will be difficult if not impossible 
to restore it for a particular stream or river 
basin,” even with future development of 
satisfactory fish-passage facilities. 


y 


Canadian Gas 


re controls and regulations rec- 
ommended in the first report of the 
Canadian Royal Commission on energy 
resources (the Borden Commission) 
would discourage private investment in 
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Canada, according to J. R. White, presi- 
dent of Imperial Oil, Ltd. It will be re- 
called that the Borden Commission con- 
firmed the necessity of export markets for 
Canada’s oil and natural gas and recom- 
mended establishment of a national energy 
board to serve the government in an ad- 
visory capacity. Properly implemented, 
said White, these recommendations could 
help development of the oil and gas indus- 
tries in the national interest. However, he 
warned that the complex and extensive 
system of controls which the commission 
proposes could do little else than hamper 
the energy industries and restrict their de 
velopment. 

White criticized the report for failing 
to make an allowance for the competition 
that exists among various sources, forms, 
and uses of energy. He noted that while 
gas exportation is recommended, a com- 
plicated procedure is suggested that will 
involve protracted delay in bringing about 
exportation. White said the recommenda- 
tions, if carried out, would make it impos- 
sible to secure public participation in fi- 
nancing pipeline construction. In addition, 
he said, the report raises doubts about the 
sanctity of contracts as a basis for private 
financing. 

White’s last point is in reference to the 
commission’s recommendation that the 
Canadian government cancel a contract be- 
tween Trans-Canada Pipe Lines, Ltd., and 
Midwestern Natural Gas Company whose 
plans to import Canadian gas for use in 
upper midwestern states were recently re- 
jected by the FPC. Since then, Midwest- 
ern has filed a new application with the 
FPC for the United States part of its pro- 
posal, but not the Canadian part. 


HERE was evidence early last month 
that two major competitors in the 
U.S. for authority to supply midwest gas 


markets may get together on a joint plan 
for importation of Canadian gas when and 
if the Canadian government approves ex- 
portation. Top officials of Midwestern 
Natural Gas and Northern Natural Gas 
Company have been meeting in the hope of 
drawing up a joint proposal to present to 
the FPC. Presumably, a compromise be- 
tween the two competitors would mean 
Midwestern would apply for permission to 
bring Canadian gas into the area while, at 
the same time, it would drop, in favor of 
Northern Natural, communities it orig- 
inally proposed to serve. 

The FPC, it will be recalled, while back- 
ing the idea of importing Canadian gas, 
has turned down all proposals to do so on 
the ground that they are unworkable. But 
in doing so, the commission urged the com- 
panies to submit new plans. 


¥ 


Euratom Progress 


— United States and six European 
nations have signed an agreement to 
undertake joint construction of six to eight 
big atomic power plants in Europe by 
1963. Congress is expected to approve the 
agreement early next year. 

The plants will be designed to generate 
one million kilowatts of urgently needed 
electricity. Europe now depends on dwin- 
dling coal resources and imported oil to 
fuel existing steam-generating units. The 
six European nations are Belgium, France, 
West Germany, Italy, Luxembourg, and 
the Netherlands—known collectively as 
the Euratom countries. Under the agree- 
ment, the United States pledged a $125 
million loan and a 20-year supply of atom- 
ic fuel. The U. S., in return, will get new 
know-how on the construction and oper- 
ation of large-scale power plants, which 
are not yet economically feasible in this 
country. 
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Improper Influence Ban Urged 


HE Federal Communications Com- 

mission, as well as other federal reg- 
ulatory commissions, are looking closely 
at the recent Justice Department recom- 
mendations for ending the improper use 
of influence and pressure in the determina- 
tion of the outcome of pending cases be- 
fore the commissions. The Justice De- 
partment’s formula would simply dis- 
qualify any successful applicant before a 
federal commission who “initiated, au- 
thorized, or later ratified any ex parte con- 
tact of any commissioner concerning the 
merits of the pending case,” regardless of 
the merits of the case. Although the for- 
mula was aimed specifically at the award 
by the FCC of TV Channel 10 in Miami, 
Florida, the Justice Department’s pro- 
posed rule could apply to all federal regu- 
latory commissions. 

In a brief submitted to the FCC, the 
Justice Department declared that success- 
ful applicants who exerted any behind-the- 
scenes pressures on agency officials should 
automatically be disqualified and deprived 
of their licenses, whatever the merits of 
the cases. This should also apply to cur- 
rent and future cases, and to all of the fed- 
eral regulatory bodies, according to the 
brief signed by Attorney General William 
P. Rogers. Thus, the administration, 
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Telephone and 


Telegraph 


which was damaged politically by the 
charges that now-resigned Presidential 
Aide Sherman Adams intervened in regu- 
latory agency cases, went beyond previous 
moves to curb abuses, such as immediate 
notification of improper contacts to all 
parties involved in a case and a formal 
hearing on such contacts. 


Aa rule disqualifying applicants who 
seek extra help, “vigorously and 
firmly applied, will go a long way toward 
assuring that administrative agencies in 
the performance of their quasi-judicial 
functions . . . act in accordance with the 
cherished judicial tradition embodying the 
basic concepts of fair play.” The commis- 
sion, of course, is not bound to follow the 
recommendations but undoubtedly will 
give them great weight. Other federal 
regulatory agencies the department’s pro- 
posals would affect are the Civil Aero- 
nautics Board, the Federal Power Com- 
mission, the Securities and Exchange 
Commission, the Federal Trade Commis- 
sion, and the Interstate Commerce Com- 
mission. 

“Any party that initiated, authorized, or 
later ratified any ex parte (outside) con- 
tact of any commissioner concerning the 
merits of the pending case should be dis- 
qualified,” the Justice Department said of 
the Channel 10 case. 
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Contending that three of the original 
four applicants for the Miami channel had 
at least agreed to such contacts, including 
the present operator, the department pro- 
posed that the license be withdrawn. It 
suggested the entire case be reopened with 
new applicants invited to file for the sta- 
tion. 

A question has been raised, however, as 
to whether the Justice Department’s plan 
goes far enough. Automatically disquali- 
fying a regulatory applicant practicing 
“backdoor advocacy” would do nothing 
about the problem of regulatory commis- 
sions which have indicated a tolerance for 
such procedure. It would leave uncertain 
the positions of regulatory staff members 
who have the occasion to make informal 
contacts with parties before the commis- 
sion, as well as contacts with the commis- 
sion itself. Finally, the Justice Depart- 
ment’s plan would run up against the big- 
gest problem of all; namely, the custom 
of Congressmen in addressing the com- 
mission on behalf of the interest of their 


constituents. 
we 


Telephone Bargaining 
Conference 


57-MEMBER Collective bargaining pol- 

icy committee of the Communica- 
tions Workers of America (AFL-CIO) 
will meet at the Barbizon Plaza Hotel in 
New York city on December 11th and 12th 
to review bargaining results of the current 
year and chart the course for the union’s 
negotiators to follow in 1959. Joseph A. 
Beirne, president of the union, will act as 
chairman of the meeting. Most workers 
covered by CWA contracts are employed 
in the Bell system; approximately 10 per 
cent work for independent telephone com- 
panies and in other areas of the industry. 
At the first meeting of the collective bar- 
gaining policy committee—last January in 


New York city—the union policy-making 
group set for itself both short-term and 
long-range goals subscribed as “attain- 
able” : 


Short-term: a substantial wage in- 
crease, longer vacations. 

Long-range : improved pensions, and 
company-paid health insurance. 


1D hare negotiators, directed by Presi- 
dent Beirne, have recently completed 
a group of Bell system and independent 
company negotiations for some 50,000 
communication workers; this wound up 
bargaining for the current year. 

Wage increases ranging from five to 
nine cents per hour, on the average, have 
been won in 1958 negotiations. 

The second short-term goal, longer va- 
cations, became a matter for intensive bar- 
gaining late in September when manage- 
ment of the Western Electric Company 
proposed four weeks’ vacation after thirty 
years’ service to workers represented by 
CWA in the Western Electric Sales Divi- 
sion, covering 10,000 employees in 33 
warehouses in 31 states. This was fol- 
lowed by a similar offer in Western Elec- 
tric’s installation division, covering 15,400 
emplovees in 43 states. 

In commenting on the vacation break- 
through, CWA President Beirne said: 


Although the offer of four weeks’ va- 
cation after thirty years was rejected— 
because of its inadequacy and because 
of certain strings tied to it—we have 
established the fact that longer vacations 
are overdue. The Bell system offer this 
vear is the firmly established base from 
which we shall negotiate next year. The 
need and the principle will not have to 
be argued again. In next year’s bargain- 
ing we will tie down the vacation im- 
provements that will inevitably follow 
the company’s ice-breaking offer in the 
negotiations just concluded. 
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Menomonee Falls Case 


HE controversial Menomonee Falls 

case will have to be decided by the full 
FCC, now that the United States Inde- 
pendent Telephone Association has taken 
exception to an FCC examiner’s decision 
approving the purchase of two suburban 
Milwaukee exchanges by the Wisconsin 
Telephone Company (Bell system). It will 
be recalled that two FCC examiners ruled 
that the acquisition of the properties by 
the Bell system company was in the public 
interest and would result in improving the 
local service which had been admittedly 
defective. 

USITA, the principal intervener in the 
case, argued that the FCC should consider 
competitive factors and national antitrust 
policies with respect to Bell system acqui- 
sition of independent properties which 
other independent companies are willing 
to purchase. The common carrier bureau 
of the FCC, incidentally, agreed with the 
result reached by the examiners, but ob- 
jected to the conclusion that a decision of 
the Wisconsin Public Service Commission 
approving the sale was evidence of local 
public interest. In carrying its case to the 
full commission, the USITA states that 
“The effect on competition in the industry 
must be carefully weighed by the commis- 
sion, lest the authority to grant immunity 
from the antitrust laws . . . inadvertently 
becomes an instrumentality whereby the 
government itself becomes the foster par- 
ent of monopoly.” 


td 


Retroactive Reform? 


ow" A. Porter, former FCC chair- 
man and counsel for one of the accused 
applicants in the controversial Miami tele- 
vision case now being reheard, has spotted 
a flaw in the proposed retroactive reform. 
Mr. Porter said in his brief in the Miami 


case, being reheard by a special examiner 
on remand from the U. S. circuit court of 
appeals : 


Such a flat rule might well be desir- 
able for the future. But to create such a 
rule now and apply it retroactively, re- 
gardless of the surrounding circum- 
stances, would be grossly unrealistic 
and have sweeping consequences which 
would place the regulation of the com- 
munications industry in a situation even 
more perilous than it is today. 


One of the “surrounding circum- 
stances,’ Mr. Porter made clear, is the 
fact that “such activities [ex parte ap- 
proaches] were not unusual” in the past. 
“The looseness and informality of the re- 
lationships between parties and commis- 
sioners has long” been known, he said, 
and “is well illustrated by the generally 
recognized environment prevailing when 
the bitterly fought Channel 10 case was 
pending.” 

Should the examiner, the FCC, and the 
courts decide to apply the strict rule in 
the Miami case, it must in all likelihood 
apply also in all other cases still pending 
before the commission and the courts. 
This includes the large number that have 
been remanded to the FCC because of in- 
fluence charges. 


— application could cost some parties 
highly profitable television stations 
that have been on the air a year or two or 
more. The prevailing view of the Justice 
Department is that strong measures are 
needed to restore confidence in the FCC. 

Reopening cases long closed is another 
matter entirely. Finality in administrative 
and judicial proceedings is important, too, 
and it is doubtful that decisions made 
years ago and affirmed by the courts will 
be reopened except for the gravest rea- 
sons. 
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Financial News 
and Comment 


By OWEN ELY 


Notes on Atomic Power 


Bee department has for several years 
followed with special interest the 
claims made by General Electric that its 
boiling water reactor comes closest to the 
industry goal of being competitive cost- 
wise with steam-electric generating plants. 
This was supported by earlier estimates 
of kilowatt-hour generating costs pub- 
lished by GE, and by statements of Com- 
monwealth Edison regarding the Dresden 
station. However, rapidly mounting costs 
of construction and new safety require- 
ments spoiled these early estimates of 
producing electricity at some 6 to 8 mills 
per kilowatt-hour. 

More recently we have mentioned the 
success of GE’s small Vallecitos plant, 
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and Pacific Gas’ decision to build a much 
larger boiling water reactor, with the ex- 
pectation that even now operating costs 
will prove competitive with the above- 
average steam cost in that particular area. 
AEC officials for some time did not seem 
to give due credit to GE, but later the 
suggestion was made that the construc- 
tion program should largely be concen- 
trated on boiling water reactors (except 
that research in other kinds of reactors 
should continue). 


N the second Geneva conference held 
this year, GE gained international 
support for its boiling water reactor, and 
obtained a contract for an Italian nuclear 
plant to be financed by a World Bank 
loan. With this encouragement, GE has 
recently proposed a three-way program 
for increased industry use of the boiling 
water reactor: (1) That electric utilities 
buy some 50 small nuclear units (costing 
about $4.5 million apiece) in order to 
train plant operators, solve technological 
problems, etc. (2) That three larger 
plants using the boiling water reactor 
should be built — toward which electric 
utilities would contribute about $111 mil- 
lion, the AEC $20 million, and GE $7 
million. (3) With further technological 
progress developed by this program a 
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later generation of plants would be built 
which should be economically competitive 
in some areas by 1965. These plants 
would be built at an estimated cost of 
$200 per kilowatt and produce electricity 
at 64 mills per kilowatt-hour. 


E may have been motivated in this 
proposal by a desire to “head off” 
any crash program for federal construc- 
tion of reactors which might be sponsored 
by public power interests (with encour- 
agement from recent election results). 
However, according to Dow-Jones, other 
major reactor builders such as Westing- 
house Electric, Babcock & Wilcox, Com- 
bustion Engineering, and North Ameri- 
can Aviation, take a rather dim view of 
the proposal, holding that “‘it’s too early 
yet to pick the one best reactor for all lo- 
cations, sizes, and times.” Private utili- 
ties are also said to have some reserva- 
tions about giving GE such a large amount 
of business in advance of further research 
efforts. The industry traditionally is ac- 
customed to having at least two major 
suppliers for each item of equipment, 
which provides competition as well as 
protection during strikes, etc. 
Meanwhile the Rocky Mountain-Pa- 
cific Nuclear Research Group, which in- 
cludes eight investor-owned utilities and 
General Dynamics Corporation, is carry- 
ing on a major research program to 
achieve “a nuclear fission power system 
which will be truly competitive with con- 
ventionally generated electric power,” 
through use of high steam temperatures 
and pressures. High-temperature, gas- 
cooled reactors are said to “give promise 
of reaching the goal of economic nuclear 
power.” The program also includes re- 
search in the field of direct conversion of 
heat into electricity—the combination of 
the two lines of research is considered es- 
pecially promising. General Dynamics is 
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also at work on research with fusion for a 
group of Texas utilities. 


grees & WIxcox, at its big research 
laboratory near Lynchburg, Virgin- 
ia, also hopes to make progress toward 
the goal of competitive reactors with two 
new approaches to the present high costs 
of equipment and design. With its new 
research facilities the company expects to 
obtain answers to a number of theoretical 
problems, and also to test fuel elements 
at operating temperatures—present data 
are based almost entirely on calculations 
at room temperature. Also, it has sub- 
mitted a proposal to the AEC for finan- 
cial assistance for a study of gas-suspen- 
sion reactor coolants which, according to 
a company spokesman, “‘may provide the 
royal route to competitive atomic power.” 
The new method involves the use of fine 
particles of graphite (or other solids) 
suspended in a gas, to produce a new high- 
temperature coolant. This would permit 
substantial reduction in the size and cost 
of major components of nuclear power 
systems, it is claimed. The second idea is 
to replace costly control rods with a vary- 
ing mixture of light and heavy water, 
which if feasible might more than double 
the life of water reactor cores. 
Sanderson & Porter, utility engineers, 
have also developed some new ideas, de- 
scribed in The New York Times of Oc- 
tober 5th. Their “pebble bed” reactor 
would use graphite or plastic pellets con- 
taining nuclear fuel, to be poured directly 
into the top of the reactor, thus eliminat- 
ing costly fuel rods and other special 
hardware. The core would be of graph- 
ite, eliminating troublesome metallurgical 
problems, and the coolant would be heli- 
um, an inert gas. The combination of 
graphite and helium would, it is expected, 
enable the reactor to use high tempera- 
tures and thus be linked with the most 
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modern steam turbine equipment. Mr. 
Benenati of Sanderson & Porter esti- 
mated that this type reactor could pro- 
duce electricity at a cost of 7.46 to 8.07 
mills per kilowatt-hour, fairly close to a 
competitive basis. 


O* the deadline, November 21st, set 
by the AEC, a nation-wide private 
utility combine offered to build the great 
new gas-cooled atomic power reactor the 
last Congress ordered. More than forty 
power companies have joined in charter- 
ing High Temperature Reactor Develop- 
ment Associates, Inc., a nonprofit organ- 
ization, and through it made the offer to 
the AEC. 

They are led by Philadelphia Electric 
Company and the general atomic division 
of General Dynamics Corporation. If the 
commission is able to work out a satisfac- 
tory contract with this group, it will not 
build the reactor itself with government 
money. Congress gave the AEC this al- 
ternative. 

The new plant would cost the compa- 
nies about $24.5 million, and they would 
expect the AEC to contribute research 
and development, costing about $14.5 
million. This project, with 40,000 kilo- 
watts electrical capacity, would be the 
first application of a new concept in nu- 
clear plants. It is not intended in itself to 
meet the objective of producing nuclear 
power that would be competitive with 
power from conventional fuels. 

“Nevertheless,” said the announce- 
ment from the Philadelphia Company, 
“the research and development and design 
studies which have been carried out over 
the past two years have established the 
technical advantages of the system and 
have pointed out the potential—in large- 
scale applications—of very attractive 
power costs.” 

The exact site of the plant has not been 
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selected, but it probably will be some- 
where on the Philadelphia system, owned 
and operated by that company. 

The atomic heart of the plant, de- 
scribed as a high-temperature, helium 
gas - cooled, graphite - moderated reactor 
system, was conceived by general atomic 
division. It has been experimenting on 
this for two years in its own private lab- 
oratories. 

The Bechtel Corporation will be the 
engineer-constructor of the plant, and 
Westinghouse Electric Corporation will 
provide the generating system, including 
the turbine and associated equipment. 


€ 


Thermoelectric Power 
Developing Rapidly 


we HERMOELECTRICITY,” the genera- 
tion of electricity directly from 
heat without any use of moving parts 
(eliminating the boiler, dynamo, and 
other complicated power plant apparatus), 
is now receiving greatly increased atten- 
tion, according to an article in the Scien- 
tific American for November. The See- 
beck and Peltier effects were discovered 
earlier in the nineteenth century but were 
then regarded merely as curiosities of the 
laboratory. Now, however, the use of 
semiconductors has opened up a whole 
new field of technology. 
In 1821 when Seebeck discovered that 
a magnetic needle held near a circuit 
made up of two different conductors was 
deflected when part of the circuit was 
heated, it would have been possible to 
transform heat into electricity with an 
efficiency of about 3 per cent. While this 
was very low it compared favorably with 
the mechanical efficiency of the steam en- 
gines of that day. But Seebeck did not 
understand his discovery and nothing 
more was done for over 100 years. 
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In the 1930's the use of semiconductors 
in place of metals—as in the transistor 
for instance—began to be exploited for 
the first time. They are hundreds of times 
more efficient than metals in producing 
thermoelectric power, but we are still 
some distance away from practical appli- 


possible to produce the 100 to 200 volts 
used in the average home. 

The best thermoelectric cells thus far 
developed have an efficiency of about 10 
per cent, compared with about 30 per 
cent for the steam-generating plant and 
40 per cent for a gasoline engine. How- 


ever, since the efficiency of a very small 
steam engine may be as low as 10 per 
cent, the thermoelectric unit is still in the 
only a fraction of a volt, but by joining running. Moreover, its efficiency will in- 
hundreds of individual cells it might be crease with the temperature—if 600 de- 
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cations except where small amounts of 
electricity can profitably be used. Thus 
far, a single unit can be made to produce 
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Bonds Public 
Texas East. Trans. Ist (s.f.) 58s 1978. 99.00 
Tenn. Gas Trans. Ist (s.f.) 58s 1979 .. 100.00 
Consumers Power Ist (s.f.) 44s 1988 .. 100.99 
National Fuel Gas S. F. Deb. 4§ 1983 .. 101.09 
No. Carolina Nat. Gas Sub. Inc, Deb. 

6s 1983 with Common Stock 32.00 
Madison Gas & Elec. Ist (s.f.) 48 1988 100.89 
Idaho Power lst 44s 1988 100.00 
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Texas Elec. Service Ist 44s 1988 101.66 
Puget Sound P. & L. S. F. Deb. 54s 1983 
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— Service of Indiana Conv. 4.80% 
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grees centigrade could be used, efficiency 
would rise to 18 per cent. 


ESTINGHOUSE ELECTRIC’s engineers 

may be able to make some progress 
toward this goal. They are working with 
a new class of ceramic materials which 
can withstand high temperatures—per- 
mitting a larger difference of tempera- 
ture between the hot and cold “junction” 
of the cell. Moreover, they are poor con- 
ductors of heat, thus reducing the loss of 
energy at the junction due to the transfer 
of heat. Massachusetts Institute of Tech- 
nology is also working on a “thermoelec- 
tric engine” with an efficiency said to be 
more than 10 per cent. 

It is reported that we already have 
some 30 thermoelectric devices for use 
where very small amounts of electricity 
suffice, as in solar batteries, etc. In Russia 
thermoelectric radio receiving sets are 
being produced by tens of thousands for 
use in isolated districts where regular 
electricity is not available. An ordinary 
kerosene lamp produces heat enough to 
generate all the electricity needed to pow- 
er the set. The principle is also applied on 
a larger scale by using a kerosene stove 
both for warming purposes and to pro- 
duce thermoelectricity for a small amount 
of lighting and communication. 


Bond Issues 
Redeemable 


10 
‘4 


Month 
January 
February 
March 9 
April 10 
May 9 
June 10 
July 6 
August 3 
September 
October 6 


70 


® | mo bb D0 Go Go DD 


dN 


Totals 


= 


Nonrefundable* 


It may take many years to develop 
thermoelectric cells to the point of eff- 
ciency where they could compete with a 
steam-generating plant, and perhaps this 
will never be accomplished. The possibili- 
ties would seem to be greater if thermo- 
electricity could be coupled with the fu- 
sion process where tremendous amounts 
of heat might become available for short 
pulses of time. In any event, the electric 
utilities will follow any new developments 
with great interest. 
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Nonrefundable Provisions of 
New Issues 


Ww the sharp rise in interest rates 
in 1957, the demands by institutions 
that new issues should be nonrefundable 
for a period of five or six years came into 
vogue, and with the recurring money 
market stringency this year the practice 
has continued. Doubtless it had its origin 
in the experience of 1953-54 when a 
number of high-coupon issues were re- 
deemed within a year or more after 
issue. It may be of interest to compare 
the number of issues which have had 
this provision in 1958—=in tabulating 
them minor variations will not be foot- 
noted. (See table below. ) 
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*For a few years (usually five) after date of issue. The issue may be callable 
for sinking fund in earlier years, or redeemable as a whole if the cash is not 
obtained through sale of a new issue. 
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FINANCIAL NEWS AND COMMENT 


Electric Generating Capability 
Up 12 Per Cent This Year 
geen to the twenty-fourth Elec- 

tric Power Survey of the Edison 
Electric Institute the electric utility in- 
dustry (private and public) is expected 
to have total generating capability of 
146 million kilowatts at the end of this 
year, an increase of about 15 million kilo- 
watts or 12 per cent over last year. With 
a somewhat smaller peak load than antic- 
ipated (due to the recession early this 
year) the margin over peak load was 
25.5 per cent compared with an estimate 


of 22.9 per cent made earlier this year. 
For the period 1957-61 load is expect- 


7d 


ed to grow at the rate of about 7.6 per 
cent annually. Total capability at the end 
of 1961 is estimated at 180 million kilo- 
watts, and generating plants to provide 
for this increase have been definitely 
scheduled. 

Of the 485 units scheduled for the 
five years 1957-61, 333 are steam to- 
taling nearly 43 million kilowatts, and 
the balance is made up of 152 hydro units 
with an aggregate capacity of over 9.5 
million kilowatts. The overall construc- 
tion program thus far scheduled, running 
beyond 1962, calls for a total of more 
than 52 million kilowatts, about 82 per 
cent thermal and 18 per cent hydroelec- 
tric. 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


11/12/58 Divi- 
rice 
About 


Pipelines and Integrated Systems 


Ala.-Tenn. Nat. Gas .... 24 
American Nat. Gas 66 
Arkansas Louis. Gas .... 40 
Colo. Interstate Gas .... 52 
Columbia Gas System ... 20 
Commonwealth Gas 
Commonwealth N, G. ... 
Consol: Gas Util. ......- 
Consol. Nat. Gas 

E. Tenn. Nat, Gas 

El Paso Nat. Gas 
Equitable Gas 

Gulf Interstate Gas 
Piouston N. G.. . 2. cscs 
Kansas-Nebr. Nat. Gas .. 
Lone Star Gas 

Miss. River Fuel 
Montana Dakota Util. ... 
Mountain Fuel Supply .. 
National Fuel Gas 
Northern Nat. Gas 
Oklahoma Nat. Gas .... 
Panhandle East. P. L. .. 
Pennsylvania Gas 
Peoples G. L. & Coke ... 
Southern Nat. Gas ...... 
Southern Union Gas .... 
Tenn. Gas Trans. ...... 
exas East, Trans, .<... 
Texas: Gas Trans. ...... 
Transcont. Gas P. L..... 
United Gas Corp. ....... 


Annual 
Rev. 
(Miii.) Rate 
$1.20 
2.60 
1.20 
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Incr. 
In Sh. 
% In- Earns. 
erease 1952-57 


Recent 
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Earnings 
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13% 
12 
47 
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Aver. 
Incr. 
a 11/12/58 Dwr Recent tm. Sh Brice 
den ‘0%. re n- arns, . 
(Continued) a Ge Earnings crease 1952-57 Ratio 


Retail Distributors 
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£8 
all all aun eel 


% $2.73Je 24% 15% 12.5 
2.63Se 20 5 
D2 31 
DS 1 
D8 43 
13 


15 
7 
14 
7 
20 
11 
7 
18 
7 
12 
14 


Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Cascade Nat. Gas 
Central Elec. & Gas 

Cent. Indiana Gas 
Chattanooga Gas 

Gas Service 

Hartford Gas 

Haverhill Gas 

Indiana Gas & Water ... 
Laclede Gas 

Michigan Gas Util. . 
Midsouth Gas 
Minneapolis Gas 

Miss. Valley Gas 

Mobile Gas Service 

New Haven Gas 

New Jersey Nat, Gas ... 
No. Illinois 

North Penn Gas 
Northwest Nat. Gas .... 
Pacific Lighting 

Pioneer Nat. Gas 
Portland Gas Lt. 
Providence Gas 

Rio Grande Valley Gas .. 
So. Atlantic Gas 

So. Jersey Gas 

United Gas Impr. ....... 
Wash, Gas Light 

Wash. Nat. Gas 
Western Ky. Gas 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 
Aver. 
Annual 11/12/58 Divr 


Rev. Price dend Approz. r 
(Mill.) About Rate teld Earnings 


Communications Companies 
Bell System 


$6,313 Amer. T. & T. (Cons.) .. 
303 Bell Tel. of Canada .... 
46 Cin. & Sub. Bell Tel. .... 
232 Mountain Sts. T. & T. .. 
New England T. & T. .. 

864 Pacific T. & T. 8.08Au 
108 So. New Eng, Tel. ...... 1.90De 


Averages 4.9% 18.0 


Independents 


5 O Anglo-Canadian Tel. .... 3.2% $3.11Se D4% 56% 11.9 
41 O British Col. Tel. 200 49 2.08Je 5 19.7 
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Aver. 


Incr, 
11/12/58 Divi- Recent In Sh. Price- 
Price dend Approx. _Share % In- Earns. Earns. 
About Rate teld Earnings crease 1952-57 Ratio 


16.9 
16.2 
12.6 


(Continued) 
Calif inter: Teél,......0 sce 70 .83Se 
Calif. Water & Tel. .... 1.20 
Central Telephone 
Commonwealth Tel. .... 
Florida Telephone 
General Telephone 
Hawaiian Telephone .... 
Inter-Mountain Tel. ..... 
Rochester Tel. .......... 
Southeastern Tel. ....... 
Southwestern St. Tel. ... 
Tel. Service of Ohio .... 
United Utilities 
West Goast Tel. .....5:. 
Western Union Tel. .... 
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Transit Companies 


Baltimore Transit 
Cincinnati Transit 

Fifth Ave. Coach 
Greyhound Corp. ....... 
Nat. City Lines 

Niagara Frontier Trans. . 
PAA: EPANE. . cscscc cess 
Pittsburgh Rys. ........ 
Rochester Transit 
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Dwin' GityR. T. éécccss:s 
United Transit 
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Averages 


Water Companies 
Holding Companies 
American Water Works. 14 $ .6€0 43% $ .97Je 
Operating Companies 
Bridgeport Hydraulic ... $1.70(£) 5.2% $2.05De 
Calif. Water Service .... 46 2.40 ae 3.12Se 
Elizabethtown Water ... 2.00 3.90De 
Hackensack Water 3.18De 
Indianapolis Water 126De D111 
Jamaica Water 2.90(a)Je — 
New Haven Water 2.30De D20 
Ohio Water Serv. ...... 1.63Se D38 
Phila. & Sub. Water .... 2.93Je D10 
Plainfield Union Water . 442De D12 
San Jose Water 3.38Se Dil 
Scranton-Springbrook ... 1.67Je 10 
1.10Se Dll 
1.55Se DI17 


South. Calif. Water .... 
D7% 7% 156 71% 
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W. Va. Water Service .. 
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Averages 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change, Ja—January; F—February; Ma—March; Ap—April; My—May; a egg Jy—July; Au—Av- 
gust; Se—September; Oc—October; N—November; De—December. NC—Not comparable. NA—Not 
available. D—Decrease. *On average shares. (a)—Adjusted to eliminate 13 cents per share of nonrecurring 
tax savings. (b)—Also stock dividend in 1958. (d)—Also 1 per cent stock dividend quarterly, (e)—Also 
10 per cent stock dividend May 19, 1958, (f£)—Includes extras. (g)—Four per cent stock dividend June 6, 
1958, (h)—Also 2 per cent stock dividend December 1, 1958. 
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What Others Think 


The Teaching of Public Utility Economics 


eons Garwood’s analysis of the 
teaching of public utility economics, 
which appeared in this journal,’ deserves 
praise for it is one of the few efforts in 
this area in recent years. Professor Gar- 
wood’s findings, however, deserve further 
comment, both to prevent the reader from 
inferring conclusions that are only par- 
tially correct and because his survey re- 
veals a feeling of apathy toward utility 
courses on the part of academicians that 
may lead to unfortunate consequences 
when viewed against the changing back- 
ground of graduate training in economics. 
An elaboration of these points should be 
of interest to academicians as well as to 
those concerned with the management and 
regulation of utilities. 

To summarize Professor Garwood’s 
argument and findings, courses in public 
utilities have declined from a period of 
“... full flower in the decades of the nine- 
teen twenties and thirties’” to the present 
time, when “. . . not over 75-80 colleges 
and universities the country over offer a 
course in Public Utilities . . .”* Further 
evidence of this decline is the “. . . dearth 

“What Are They Teaching about Public Utility 
Regulation?” by John D. Garwood, Pusiic Urrt- 
ITIES ForTNIGHTLY, Vol. 59, No. 11, May 23, 1957, 
pp. 733-748; also by the same author: “ ‘Public 
Utilities’ Now Taught by Few Colleges,” Pustic 
Urtiuities FortNIGHTLY, Vol. 62, No. 7, September 
25, 1958, pp. 446-453. 


2“*Public Utilities’ Now Taught by Few Col- 
leges, by John D, Garwood, op. cit., p. 448. 
Ibid. 
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of textbooks in the field.... (and) ... the 
relatively few doctoral dissertations . . . be- 
ing prepared in the public utility field.’ 
This decline was attributed by the instruc- 
tors surveyed to five factors: (1) The 
course is too specialized for small depart- 
ments; (2) other courses are of more cur- 
rent interest ; (3) few trained utility teach- 
ers are available; (4) utility regulation 
now Offers little challenge; and (5) gov- 
ernment and business courses offer a con- 
venient substitute.® 


iererneng Garwood believes that the 
thinking of the remaining utility in- 
structors, as well as texts for utilities and 
government-and-business type courses, 
will exert an appreciable influence on both 
students and public opinion. Accordingly, 
he presents sample statements from texts 
and instructors on controversial topics and 
public policy. 

What is perhaps most striking about 
these comments is the underlying feeling 
of apathy, which appears to be based on 
the belief that the field no longer offers 
a challenge and that its problems are no 
longer of current interest. Before dealing 
with the more important problem of ap- 
athy and its consequences, it is necessary 
to caution the casual reader against con- 


4Tbid. 
5“What Are They Teaching about Public Utility 
Regulation?” by John D. Garwood, op. cit., p. 736. 
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cluding that the number of colleges offer- 
ing courses in Public Utilities has declined 
greatly from the period of the twenties or 
thirties, and that graduate student interest 
in the economic aspects of utility prob- 
lems has also declined over the same pe- 
riod. Available information indicates that 
this is not the case. Public Utilities has 
never occupied the enviable position of 
being classified as a “popular” course. For 
example, the National Electric Light As- 
sociation’s study of college and university 
courses in utilities, issued in 1929, found 
that no more than 51 institutions were 
offering utility courses. Yet, Professor 
Garwood notes that the course is currently 
offered by 75-80 institutions. This certain- 
ly does not seem to indicate a decline from 
a period of “full flower.” Further, the 
NELA survey disclosed that course offer- 
ings in the kindred field of transportation 
were four times more plentiful than util- 
ity courses during this same early period. 


N= has the number of graduate stu- 
dents currently working with utility 
problems declined significantly relative to 
the twenties and thirties. Tabulating the 
number of doctoral dissertations dealing 
with public utility problems that were 
listed either as in process or accepted, for 
five-year intervals from 1920 through 
1955, and for 1958,” we find a reasonable 


6Public Utilities, A Survey of the Extent of 
Instruction in Public Utilities in Colleges and Um- 
versities, of the Industry’s Interest in College Grad- 
uates, and of Willingness and Ability of Utilities 
to Co-operate with Higher Educational Institutions. 
National Electric Light Association. New York, 
New York, 1929, p. 122. 

7Dissertations are listed as follows for the years 
indicated : 
1920— 9 1935—26 
1925—14 1940—19 1955—20 
1930—27 1945— 3 1958—22 
The data were obtained by counting those disserta- 
tions listed as in process or accepted by the Amer- 
ican Economic Association’s annual survey of dis- 
sertations. The term “utilities problems” was taken 
to include problems in the fields of electricity, gas, 
communications, urban transit, and multiple-purpose 
river basin development, 


1950—26 


degree of absolute stability and no appre- 
ciable relative decline between earlier and 
later periods. 

What has happened, of course, is that 
the number of graduate students working 
with utility problems has declined relative 
to the total number of graduate students 
in economics over the period. This declin- 
ing relative importance need not be con- 
sidered detrimental, nor should it, or a 
tabulation of the number of schools offer- 
ing public utility courses, conceal a more 
important change that has been taking 
place in the graduate training program of 
the major universities which, when viewed 
together with a feeling of apathy toward 
utility courses, is of more direct concern. 


Ppp students of a generation ago 
studied a simpler body of economic 
principles and tended to specialize in ap- 
plied courses such as Public Utilities, La- 
bor Relations, etc., which were often pre- 
sented on a nontechnical basis. Today, 
graduate students spend far more of their 
graduate program dealing with the great 
array of concepts and detailed techniques 
involved in economic theory.® The result 
is that the present-day graduate student 
often approaches the problems of public 
utilities not as a student majoring in util- 
ities, but rather as a theoretician looking 
for problems upon which to test or apply 
his new-found tools. Thus, while we may 
find that the absolute number of graduate 
students working with utility problems 
will appear to be nearly constant, what is 
changing is the basis from which graduate 
students approach the problem and the 
duration of their interest. 


Wet are the implications of this 
trend in graduate education, which 


8“Graduate Education in Economics,” by Howard 
R. Bowen, American Economic Review, XLIII, 
No. 4, Supplement, September, 1953, pp. 100-123, 
especially pp. 100, 101. 
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we may assume will. continue for some 
years, in so far as the economic analysis 
of public utilities is concerned? Should 
courses in Public Utilities be regarded 
with apathy, by both instructors and stu- 
dents, much of the future work in the 
field will be the result of the eclectic efforts 
of persons with viewpoints colored by par- 
ticular disciplines and without a full ap- 
preciation of the total picture. Thus, eco- 
nomic theorists, at the graduate and 
professional levels, will write for a limited 
audience of fellow theoreticians when they 
treat utility problems, while the solution 
of utility problems at the applied level will 
revert to engineers, accountants, and law- 
yers, most of whom are apt to be unaware 
of the contribution economic theory might 
make. 

Such a dichotomy could result in an 
eventual compartmentalization and lack of 
communication that would benefit no one. 
Some evidence of this trend may be found 
in a recent text on electric rates by R. E. 
Caywood.® The author stresses the tradi- 
tional engineering approach to utility rate 
structures and makes virtually no mention 
of the substantial body of economic theory 
available” on the relative merits of short- 


Electric Utility Rate Economics,” by Russell 
E. Caywood, New York, New York, 1956. 

10The following articles and books may be cited 
as representative of the contribution of economics 
to rate making: 

“Marginal-Cost Price-Output Control,’ by B. P. 
Beckwith, New York, New York, 1955. 

“Price Discrimination in Decreasing Cost Indus- 
tries,” by E. W. Clemens, American Economic Re- 
view, XXXI, December, 1941, pp. 794-802. 

“Price Discrimination in Selling Gas and Elec- 
<-> il by R. K. Davidson, Baltimore, Maryland, 
1955. 

“The General Welfare in Relation to Problems 
of Taxation and of Railway and Utility Rates,” by 
_ irate Econometrica, VI, July, 1938, pp. 

“Electricity Tariffs in Theory and Practice,” by 
H. S. Houthakker, Economic Journal, LXI, March, 
1951, pp. 1-25. 

In addition to these references, mention should 
be made of the pioneering analysis of electric rate 
economics presented by M. G. Glaeser in “Outlines 
of Public Utility Economics,’ New York, New 
York, 1927. 
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and long-run marginal costs as opposed 
to price discrimination as a basis for set- 
ting rates. 


ae courses in Public Utilities can 
perform the valuable function of 
bringing together the insights of theory 
with the contributions of other disciplines 
toward the solution of problems facing 
management and the regulatory commis- 
sions. 

In this way, not only will theory aid 
practice, but the flow of benefits will be 
reciprocal as theorists gain a fuller appre- 
ciation of the rdle of institutional 
factors in the economy. Utility majors, 
and other students, will also benefit be- 
cause of a better knowledge of the range 
of tools available to them. 

Thus, utility courses can serve to bring 
a variety of analytical procedures to bear 
on a continuously changing body of util- 
ity problems. The problems involved in 
the development of peaceful uses of atomic 
energy, the development of multiple-pur- 
pose river basin projects, and the control 
of natural gas production and distribu- 
tion, to cite a few examples, are every bit 
as challenging as the problems of thirty 
years ago. Similarly, questions regarding 
the economic content and measure of the 
rate of return, as well as the treatment of 
features such as liberalized depreciation, 
indicate that the task of effective regula- 
tion is far from static. 


r is difficult to understand why utilities 

should be regarded as of little interest 
today, or as no longer offering a challenge, 
as Professor Garwood’s respondents in- 
fer. Further, problems of this complexity 
cannot be adequately treated in the brief 
section allotted them in the typical govern- 
ment-and-business survey course which 
must cover everything from the adminis- 
tration of the Pure Food and Drug acts 
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to the procedures of the National Labor 
Relations Board. Certainly, if, as Profes- 
sor Garwood states, college courses, texts, 
and instructors have an appreciable effect 
on students and public opinion, then the 


necessity of dynamic utility courses be- 
comes all the more apparent. 
—Harry M. TREBING, 
Assistant professor of economics, 
The University of Nebraska. 





Who Needs Power for What? 


Mx and marvelous, as everybody 
knows, are the uses of electricity. 
You can lift, lower, twist, turn, cool, heat, 
push, pull, brighten, dim, quicken, and 
slow down things with it, if you have it 
available with proper implements. A man 
in New Jersey can do all these things be- 
cause there is electric power available for 
his use—half a kilowatt of capacity. A 
man in Washington can do them, too, be- 
cause he has a kilowatt and a half at his 
command! Why does the westerner need 
three times as much power as the Jersey- 
ite? 

The average Marylander has available 
only 80 per cent as much power as the 
average American, but he produces 170 
per cent as much with it! A Tennesseean, 
on the other hand, has 146 per cent of the 
average American’s power supply, but 
produces only 64.7 per cent of the national 
per capita figure with it! Why? 

Who needs more power? What does he 
do with it? Must we continue forever to 
pool our revenues and credit to provide 
more, and more, power for folks who al- 
ready have twice as much, or more, as we 
have for ourselves at home? These are 
good questions. This writer, after some 
thirty-odd years in the electric power in- 
dustry helping to promote new and greater 
uses for kilowatt-hours, has been fooling 
around with a lead pencil in an effort to 
figure out some answers. 

Ciphering, without modern electric 
computers, he finds that the power supply 
per capita, in the United States is nine- 


tenths of one horsepower. (Most people 
have a vague notion, at least, of a horse- 
power, whereas a kilowatt is Greek to 
them!) What does he do with it? Besides 
enjoying his radio or television, or both, 
and setting up Great White Ways, and 
lighting modern shopping centers, he pro- 
duces things with it, as a tool. In manu- 
facturing, mining, and farming, he pro- 
duces (per capita, remember) $1,008 
worth of commodities with it! That is 
something; everybody knows we Amer- 
icans can produce. 


C is necessary to produce, in order to 
live, and, more especially, to prosper. 
If any segment of our population cannot 
produce, for want of electric power, it 
just might possibly be smart, for the good 
of the order, to provide the power at our 
general expense. We would not tax the fa- 
cilities, because they are ours; nor would 
we tax the use of them. This, of course, 
as has been heard for a quarter-century, 
would amount to subsidizing the people 
lacking power, and it would be grossly 
unfair to the rest of us, and to the men 
owning and operating facilities elsewhere. 
( These latter, incidentally, outnumber the 
supposedly power-short population !) 
Seeing no end to the perpetual motion 
of public power in the very fair but over- 
worked and rather ineffectual contentions 
just mentioned, this writer has undertaken 
a deeper, more fundamental probe. Simple 
answers are available in simple arithmetic. 
Instead of tackling the problem dollar- 
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wise in the millions or billions with which 
we are now nationally involved, he got 
down to small numbers for little people. 
And the answers are truly amazing—as 
witness, the disparities between Washing- 
ton and New Jersey, Tennessee and Mary- 
land! 


oe U. S. Bureau of Census takes 
stock of industry, mining, and agri- 
culture and reports every five years. It 
counts noses every ten years, and makes 
estimates betweentimes. Using the 1954 
reports and the early 1955 population esti- 
mates, the writer wore out one lead pencil 
figuring per capita production for the 
United States and for 35 individual states. 
Then, with a fresh pencil, he computed the 
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per capita supply of electric power, trans- 
lating the Edison Electric Institute’s 1954 
report from kilowatts to HP’s. (If later 
official figures can be found, let somebody 
with an electric tabulator struggle with 
them!) 

Organized into a simple table, this 
arithmetic will not only point to basic an- 
swers to the public power “program,” it 
will do more. It will knock your hat off, as 
it did for this old ex-newspaperman who 
always wears his hat at the typewriter and 
the multiplication table! (See page 980.) 

There is no quarrel, here, with the sub- 
sidized areas for getting what they can 
at the public trough. If they wish to con- 
tinue in the role of beggars, that is their 
own business. True, they now seem to be 
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naive, to say the least, in swallowing 
Washington assurances that, once cured 
of an alleged power shortage, they will be 
sitting on top of the world. For lo, they 
are overpowered and sadly underproduc- 
tive, by comparison with the rest of us. 

Study of this table is urged upon New 
Jerseyites, Marylanders, and other over- 
producers who seem to get along very 
well with less than the national average 
power supply. Their Congressmen and 
Senators, Republicans or Democrats, who 
vote more millions for supposedly power- 
short areas, should have their heads ex- 
amined. Their home-state payers of fed- 
eral taxes should do the examining! 


ee in areas yearning for, or being 
kidded into begging for, the so-called 
cheap public power as a panacea for any 
and all their economic ills might do well, 
also, to heed the warnings implied in this 
table. Every single one of the public power 
states listed (except Nebraska) is ’way 
below the national average in production, 
although above average in electric capac- 
ity! On the other hand, of the dozen-odd 
states which outproduce the national av- 
erage, only three have more power than 
the national average with which to work! 
They are Indiana and Ohio (where public 
power is a negligible factor in produc- 
tion), each with a bare smidgin in excess 
kilowattage, and Montana (where public 
power is now almost half the total capac- 
ity) with a thin margin over the average 
in production! 

Obviously, there is something wrong 
with the public power picture, which needs 
to be painted in its true colors. The error 
of the myth is all the more astounding for 
another reason, not revealed in the tabu- 
lation. In the high productive states with 
less than the national average of horse- 
power available per capita—from none of 
which is there any complaint (now or re- 


cently) of a power deficiency—it appears 
to be customary, standard practice to use 
actually, only from 60 to 70 per cent of the 
power capacity which is available. People 
use only two-thirds of the kilowatt-hours 
they could have if they needed them. As, 
Michiganders draw on the generating sta- 
tions for only 65.5 per cent of the kilo- 
watt-hours those stations could provide; 
or New Yorkers (now threatened with a 
state power “authority” to provide “plen- 
ty” of power) who demand only 67 per 
cent of their present plants’ capability! 
Nationally, Americans use 66.7 per cent 
of all the kilowatt-hours that could be gen- 
erated. But customers in public power 
areas deviate from standard, widely. Ore- 
gon and Arizona people take only 60 per 
cent of the service they could have. Ne- 
braska, which produces a shade better per 
capita than the country as a whole, gets 
along on 45.6 per cent of its capability. 
But Washington people actually use 70 
per cent; Nevada, 72.7 per cent; Alabama, 
74 per cent; Tennessee, 79 per cent; and 
Kentucky, well over 80 per cent! And still, 
somehow, production lags pitifully.’ 


A these figures are for 1954, inciden- 
tal to the measurement of horsepow- 
er against production in the officially 
measured manufacturing, mining, and 
farming efforts of that year, and are hand- 
tooled from the Edison Electric Institute’s 
minutely tabulated electric power statis- 
tics. They may be interpreted in various 
ways, but no interpreter can escape the es- 
sential, unavoidable conclusion, which is: 


1No attempt is made, in this study, to measure the 
effectiveness of electric power in offsetting regional 
handicaps, such as lack of water, extreme climatic 
conditions (too hot, or too cold), lack of raw ma- 
terials, remoteness of buyers for goods produced, 
shortage of transportation facilities, etc., etc. But 
this writer, after years of marveling at the ingenuity 
of the electrical engineering profession, is confident 
that somehow at some time or other, kilowatts or 
horsepower just may be applied to selieve some of 
those seemingly imponderable handicaps! 
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WHAT DOES A MAN DO WITH ELECTRIC POWER??? 
TABLE! 


(Per Capita) (Per Capita) 
Average manin U.S.2 has 0.9 HP available3; produces* $1,008.00 with it. 
” ” ” Mass. ” 0.6 ” ” ” 960.90 ” ” 
Conn. ” 0. 1,389.50 
j 980.7 


” 
” 
” 
” 
” 
” 
” 


” 


HP available; produces $1,321.27 

Ind.é pe i ‘i 1,372.50 

i ~ T11L6 

<i Mich. 

i Wis. 
Mo. 
Neb. 
Kan. 
Okla. 
Tex. 
Colo. 
Mont. 
Ida. 
Ariz. 
Nev. 
Cal. 
Ore. 
Wash. ” 


853.30 
767.00 ” 


mMOWNMNSSSSSSOSSSS +S Sooo o¢ 
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1Apologies are due to Maine, Vermont, New Hampshire, Rhode Island, Min- 
nesota, Iowa, Arkansas, Louisiana, North Dakota, South Dakota, Wyoming, 
Utah, and New Mexico for not including them in this tabulation. They were 
omitted because complete data for them were not available and the figures 
obtainable indicated they followed the pattern of the more normal states. 

2The average man does have more than one horsepower of connected load 
for his household. But A., he does not use all of it all the time; and B., his 
household may include his wife, three children, and a mother-in-law, which is 
where the per capita idea enters. 

3Horsepower, from Edison Electric Institute data for 1954, calculated against 
U. S. Census Bureau population estimates, early 1955. 

“Produces,” agriculturally, industrially, and by mining, according to U. S. 
Census Bureau reports for 1954. 

5Certainly, New York looks odd in the tabulation on production. Remember 
that greater New York uses many HP’s in the merchandising (to the world) 
of goods produced in New Jersey, Connecticut, and elsewhere. Also, in trans- 
porting workers to and from their work and the big white lights! 

6Power supply from Indiana, Tennessee, Illinois, and elsewhere to atomic 
energy development programs is included in totals; but production, if any in 
measurable dollars, may not be. 
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WHAT OTHERS THINK 


Electric power as an economic cure-all is 
a delusion and a snare! True, it works 
wonders when used by working people 
with a market for their production, but 
it is by no means an automatic guarantor 
of prosperity—yet. 


. | ‘HIS is merely one old electric power 
man speaking, regretfully, on that last 
point. He never sold a kilowatt-hour, how- 


ever, except for what it can actually do. 
And, he still prefers his gas incinerator 
and water heater! He asks the reader only 
if somebody comes around begging your 
vote for public power, or more of it, make 
the beggar tell you how much power he 
has available now, and, above all, what 
does he do with it? 

—Joun C. MELLETT, 

Indianapolts, Indiana. 





Notes on Recent Publications 


Report of the Special Tax Committee on 
Tax Amortization, privately circulated to 
the members of the Federal Power Bar 
Association. (Not available for general 
distribution.) This report by the special 
committee of the Federal Power Bar 
Association, which was given at a meet- 
ing in Washington, D. C., on April 10th, 
is an excellent and timesaving summary 
of developments and decisions by the 
FPC and state commissions relating to 
liberalized depreciation and accelerated 
amortization, both with regard to ac- 
counting and rate-making treatment. A 
petition for review of the FPC’s order 
in the matter of Amere Gas Utilities 
Company et al. (1 PUR3d 230) was 
dismissed by the court “without preju- 
dice to the rights of petitioners to contest 
the substance of commission decision 
when, as, and if the policies involved 
therein are effectuated in an order or 
orders appropriate for review by peti- 
tioners in case, such as an order affecting 
rates.” 

The trial examiner’s decision of March 
17, 1958, in the Michigan Wiscon- 
sin Pipe Line Company rate case was 
based on the Amere precedent, He ap- 
proved normalization of tax expense and 
declined to deduct the deferred tax re- 
serve from the rate base. Further test of 
this decision will take place at the com- 
mission and court level later this year. 
The special committee’s report airs the 
views of gas and electric utility companies 
and others regarding the proposed FPC 
amendments to the Uniform System of 


Accounts for utility companies. Two ap- 
pendices give a quick run-down of the 
state commissions’ actions on liberalized 
depreciation and accelerated amortization 
on a state-by-state and case-by-case basis. 
Dates and citations of orders and deci- 
sions are included. 

Excerpts from high lights of “Rapid 
Amortization in Regulated Industries,” 
Senate Report No. 1380, by the Subcom- 
mittee on Antitrust and Monopoly of the 
Senate Judiciary Committee, headed by 
Senator Kefauver, are included. One 
statement says electric utilities are not 
entitled to tax amortization and expresses 
doubt if it is legal. Majority thought 
shareholders rather than ultimate con- 
sumers benefited from tax amortization, 
but minority deemed it irrelevant who 
gained since the purpose of this account- 
ing method was to encourage expansion 
of facilities for the defense of the country 
and was not concerned with lowering of 
electric rates. 


Two well-known figures in the gas industry 
have recently collaborated on an article 
which, among other things, discloses many 
sources of supplies of gas in the future 
available to the industry when the need 
arises. The authors are Martin A, Elliott, 
director of the Institute of Gas Technol- 
ogy, and Marvin Chandler, president of 
Northern Illinois Gas Company. “The 
Bright Future for the Gas Industry,” 
The Analysts Journal, August, 1958. Pub- 
lished by The National Federation of 
Financial Analysts, 444 Madison avenue, 
New York 22, New York. 
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U. S. Supreme Court to 
Review Gas Decision 


— U. S. circuit court of appeals for 
the District of Columbia, earlier this 
year (2 to 1), held that the Federal Power 
Commission is not obliged, in a certificate 
proceeding under §7(e) of the Natural 
Gas Act, to impose a price condition on 
the certificate, or to make a finding of 
reasonableness even though the proposed 
price is higher than that paid by others in 
the same area. There was a dissent ex- 
pressed by Judge Bazelon, who held such 
action leaves the consumer unprotected, 
thus negating the purpose of the Natural 
Gas Act. 

Now the Supreme Court of the nation 
has agreed to review the lower court’s 
ruling which was appealed by an Okla- 
homa purchaser, Oklahoma Natural Gas 
Company, and by the National Institute 


The March of 
Events 


of Municipal Law Officers. The appeal 
contends that under the Natural Gas Act 
the FPC must find all new proposed rates 
“reasonable,” the same as it does when 
old rates are revised. The case involves 
the Natural Gas Pipeline Company of 
America which:won approval of FPC for 
plans to buy gas for expanded service from 
three independent producers operating in 
a newly discovered Texas field at an initial 
price of 13.9 cents per thousand cubic 
feet. The prevailing price was 11 cents. 
Nevertheless, the FPC reversed its own 
examiner and authorized the project with- 
out any price reduction. 

The lower court ruled that the com- 
mission cannot be required to convert 
every certificate proceeding into a rate pro- 
ceeding and that it is invested with the 
power to exercise its discretion in such 


cases. 


California 


Los Angeles Gas Pipeline 
Sought 

HE Southern California and South- 

ern Counties Gas companies have filed 
an application with the public utilities 
commission for permission to construct a 
fourth separate natural gas pipeline to 
bring out-of-state supplies into the Los 
Angeles area. 
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The new line, which is estimated to cost 
$44 million to construct, will provide an 
additional 800 million cubic feet of gas 
a day for the Los Angeles area. 

According to company officials, such a 
line will insure ability to meet the growth 
of domestic customers for many years. It 
also will make available to industrial users 
large additional quantities of gas, enabling 











them to meet the requirements and ob- 
jectives of the Air Pollution Control Dis- 


trict. 
Integration of this new line with pres- 
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ent three out-of-state facilities would 
bring to almost two billion cubic feet the 
amount of gas that could be delivered into 
the Los Angeles area every day. 


Louisiana 


Tax Suspension 
lime governor of Louisiana has asked 
for a suspension of collections of the 
state’s “gathering” tax on natural gas, 
pending determination of its constitution- 
ality by the courts. The tax has been chal- 
lenged by a number of independent gas 
producers because of the rate structure 
involving interstate transportation of gas, 
but the state maintains that the tax is 
constitutional. 
For the time being the governor, Earl 


K. Long, has asked the legislature to sus- 
pend the tax until 1960, but to substitute 
an increase in the state severance tax on 
natural gas from 0.3 cents per thousand 
cubic feet to 2.3 cents. This severance tax, 
which has been upheld by the courts, is 
paid “at the wellhead” in the production 
process by producers and royalty owners. 
The ordered increase will be costly to 
many small royalty owners. It would ex- 
pire, however, when and if the gathering 
tax is held to be legal. 


Nebraska 


Randall Dam Line OK’d 


126-MILE, 230-kilovolt power trans- 

mission line, which will cost an esti- 
mated $4,887,000, has been approved for 
financing by the Rural Electrification Ad- 
ministration. 

The new line will extend from the 
South Dakota-Nebraska state line to 
Columbus where it will connect with a new 
100,000-kilovolt substation. A line from 
Fort Randall power plant in South Dakota 


New 
Bus Fare Goes Up Two Cents 


HE public utilities commission has 
granted the Public Service Co-ordi- 
nated Transport of Newark a 2-cent in- 
crease in its basic bus fare, from 12 to 14 
cents. School bus fares also were granted 
an increase from 6 to 8 cents. 
The increase is for the first zone only. 
The rate for the succeeding zones remains 
at 5 cents a zone. This is the second in- 


will connect with the new facilities at the 
state line. 

The projected line will enable both the 
Loup River and the Platte Valley Public 
Power districts to buy a minimum of 60,- 
000 kilowatts of power annually from the 
United States Bureau of Reclamation 
plant at Fort Randall. 

The power will help provide seasonal 
electricity on a firm basis for irrigation 
purposes. The new line may be completed 
by the fall of 1959 or early 1960. 


Jersey 


crease given to Public Service in less than 
three years. The company owns about 60 
per cent of the bus service in the state. 
Most of its local runs cover one and two 
zones. 

Last March it applied for a 15-cent 
basic fare, citing the reason as additional 
expenses for wage increases for drivers 
and other employees. 

The date when the new rates will be- 
come effective had not yet been decided. 
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Oregon 


BPA Shows Loss 


Re the first time in its 20-year history, 
the Bonneville Power Administration 
has ended a fiscal year in the red. For the 
period ending June 30, 1958, BPA dis- 
closed it lost $2,949,501 on its operations. 
The preceding fiscal period the net reve- 
nues were $5,965,735. 

Since Bonneville is expected to go into 
the red again this year, studies are now 
under way to determine if the $17.50 per 
kilowatt-year wholesale rate should be in- 
creased. It has remained unchanged since 
1938. 


Bonneville is committed not to increase 


the rate before December 31, 1959, but 
must announce any increase six months 
before a change. Although net revenues 
dropped, BPA’s gross operating revenues 
were $66,729,110, a new record but less 
than one per cent more than the previous 
year. 

Dr. William A. Pearl, Bonneville Ad- 
ministrator, stated that failure of reve- 
nues to hold up was due to curtailment of 
power use by metallurgical industries 
served directly by BPA, and failure of 
distributors’ loads to come up to estimates 
because of the mild winter and depressed 
business conditions. 


Tennessee 
Rates Held Reasonable 


A FEDERAL POWER COMMISSION exain- 


iner, Francis L. Hall, has ruled that 
rates charged by Gillring Oil Company on 
natural gas sales to Tennessee Gas Trans- 
mission Company are reasonable. Hall 
held that an investigation of the Gillring 
rates instituted in January, 1956, should 
be dismissed and terminated. His deci- 
sion is to become final if no review is ini- 
tiated within thirty days. 
The investigation resulted from a com- 
plaint by the Tennessee Public Service 


Commission, the Knoxville Utilities 
Board, and nine Tennessee communities 
and distributing companies which buy 
natural gas from Tennessee Gas Trans- 
mission. 

The Gillring rate, effective since 
November 1, 1954, is 11.903 cents per 
thousand cubic feet. Examiner Hall said 
that in the special and unique circum- 
stances of the case it is impossible to con- 
clude from the evidence that the present 
Gillring rates are not within the zone of 
reasonableness. 


Wisconsin 


Dam Ban Upheld 


HE Wisconsin Public Service Com- 

mission turned down an application 
by the Wisconsin Valley Improvement 
Company of Wausau to build a dam on 
the Newwood river in Lincoln county. In 
an attempt to override the commission’s 
refusal, Wisconsin Valley sought to have 
the commission’s decision vacated. Cir- 
cuit Judge Boileau held that Dane county 
circuit court had jurisdiction in the case 
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and sustained the demurrer of the Wis- 
consin Public Service Commission which 
had dismissed the application. 

Wisconsin Valley wanted authority to 
build a new dam on the river to improve 
the efficiency of hydroelectric plants on 
the Wisconsin river. The commission felt 
that the project would require flooding of 
state-owned land set up for public use, the 
basis for its refusal of the dam applica- 
tion. 





Progress 
of 





Regulation 








Trends and Topics 


Life Insurance Premiums as an Operating Expense 


| paceman may be paid by public utility companies, as part of employee com- 
pensation, for insurance on the lives of employees. They may be paid for 
insurance on the lives of officers or stockholders, in which case the insurance 
may be payable to the corporation. It seems that insurance plans for the benefit 
cf employees have been undertaken without criticism, but there may be limita- 
tions to payments under such plans. Insurance on the lives of officers and stock- 
holders, however, has usually been subject to criticism where a company at- 
tempts to charge the cost as an operating expense. 

The Pennsylvania commission ruled that costs covering life insurance 
premiums on policies covering employees should be allowed as an operating 
expense, but subject to the deduction of dividends. It appeared that gross 
premiums were paid to an affiliate, which in turn made payments to insurance 
companies. Dividends received from insurance companies were retained by the 
affiliate and not refunded to the operating company (40 PUR NS 146). 


Insurance for Retired Employees 


Whatever merit there may be in company contributions for life insurance 
of employees, expenditures for that purpose must be related to the retention of 
employees and not constitute a gift for past services. The Washington commis- 
sion, in fixing rates for The Pacific Telephone and Telegraph Company, noted 
that a group insurance program recently instituted was made available to 
regular employees and also to retired employees. Under this program the com- 
pany paid all premiums on life insurance for retired employees. 

The conymission’s staff objected to the allowance of these premiums. The 
staff contended that the ratepayers would receive no compensatory effects 
from providing such benefits for retired employees and that such expenditures 
would, in effect, constitute a donation not properly chargeable to ratepayers. 
The commission concluded that no good reason had been shown why ratepayers 
should bear the expense of life insurance premiums for employees retired prior 
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to the effective date of the group insurance program. Accordingly, this item of 
expense was disallowed for rate-making purposes (25 PUR3d 18). 


Insurance Policies Payable to Company 


The California commission disallowed as an operating expense premiums for 
policies insuring the manager of a company. It said that while this might be 
considered as an indication of good business foresight from the viewpoint of 
the stockholders who would receive the benefits, it did not follow that in as- 
certaining reasonable rates such a charge should be included. The money col- 
lected in the event of the death of the manager would never find its way into 
operating revenue, nor was it likely that consumers would be given any benefit 
in the form of a reduction in rates (PUR1925A 724). 

The Indiana commission disallowed the cost of insurance upon the life of a 
public utility manager, with the statement that this insurance was a protective 
procedure for the benefit of stockholders rather than patrons (PUR1921C 
647). The same commission said that premiums for insurance on the lives of 
utility officers should not be charged to operating expenses when the entire 
common stock is owned by members of the family of officers insured and the 
proceeds of the policies would become the property and would inure to the 
benefit of the owners of the common stock (PUR1923E 62). 

Premium payments made by a telephone company for a life insurance policy 
on one of its employees, in which the company was named as beneficiary, were 
not considered proper charges to operating expense in a case before the Ala- 
bama commission (97 PUR NS 24). 

Similarly, the New York commission disallowed as an operating expense 
the cost of insuring for the benefit of the corporation the lives of the president 
and general manager. Loss attributable to the death of an officer could not be 
definitely measured, as in the case of fire losses, and it was by no means certain 
that the insurance money would be needed or used to offset such loss. The money 
realized would not find its way into operating revenues, but would have the 
effect of increasing the surplus and become available for an extra dividend 
(PUR1921B 463). 


Insurance on Life of Endorser 


The Massachusetts commission ruled that insurance premiums on policies 
cn the life of a transit company’s sole stockholder, required by and payable to a 
bank which permitted the company to borrow money on the strength of the 
stockholder’s endorsement of company notes, were not a proper corporate ex- 
pense and should not be allowed as a charge against gross operating income. 
The policies were made payable to the bank, and the corporation remained 
primarily liable on the notes and would be liable to reimburse the estate of the 
sole stockholder if he died and the policies were paid to the bank on his endorse- 
ment. The commission made the observation, however, that if the policies were 
made payable to the corporation, a different question might be presented (3 
PUR3d 108). 
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PROGRESS OF REGULATION 


Review of Current Cases 


Deserved Telephone Rate Increase Denied 
Because of “Grossly Inadequate” Service 


= the Louisiana commission 
found that an increase of nearly $2 
million in the intrastate operating reve- 
nues of Southern Bell Telephone & Tele- 
graph Company would be just and reason- 
able, it, nevertheless, denied in full an ap- 
plication for an immediate increase of $7 
million a year on an interim emergency 
basis and a permanent increase in the 
order of $13 million. 

The commission charged that the com- 
pany “has rendered grossly inadequate 
service to its Louisiana subscribers and 
has arbitrarily curtailed a necessary ex- 
pansion program in this state, thereby fail- 
ing to perform its obligation as a public 
utility to such an extent as to require the 
commission to deny to the company the 
increase to which it would otherwise be 
entitled.” 

The commission left the way open, how- 
ever, for Southern Bell to apply for an 
increase “‘at such time as it can offer satis- 
factory proof that it is rendering adequate 
intrastate service to its Louisiana subscrib- 
ers and has undertaken a sufficient im- 
provement and expansion program for its 
Louisiana intrastate operations.” The in- 
stant application for an increase followed 
a rate reduction ordered by the commis- 
sion in 1956, which was sustained by the 
state supreme court. 

The company’s position was that its 
earnings since the 1956 curtailment have 
not been sufficient to enable it to borrow 
money and expand facilities to meet the 
growing need for service in Louisiana. It 
has, accordingly, curtailed expansion 
plans. 

“Such arbitrary action borders on con- 
tempt,” the commission declared, adding 


that it could not condone the company’s 
violation of its public obligation on such 
grounds. It was pointed out that the fail- 
ure to render reasonably adequate service 
is cause for the denial of an otherwise 
meritorious application for rate relief. 
Nor is it any answer, said the commission, 
to say that higher rates must be granted 
to furnish the necessary revenues for im- 
proved service; reasonable service must 
precede the rate increase. 


Capital Cost and Revenues 


As Southern Bell’s common stock is all 
owned by American Telephone and Tele- 
graph Company and not traded in the 
open market, there is no direct way of ap- 
praising its investment quality. Although 
the company offered little evidence on 
earnings-price ratios, the commission 
found a fair earnings-price ratio for 
Southern Bell of 6.75 to 6.85 per cent. 
Giving effect to savings enjoyed by the 
American Company from consolidated in- 
come tax returns, the parent would realize 
the equivalent of an earnings-price ratio 
in the range of 7.32 to 7.43 per cent, the 
commission observed. 

Southern Bell’s debt ratio for the test 
period was 23.8 per cent. The commission 
adopted a cost-of-debt capital of 4 to 4.1 
per cent applicable to incremental debt 
capital necessary to raise the company’s 
debt ratio to a prudent level of 45 to 50 
per cent. A preferred stock ratio of 12 per 
cent was assumed at a cost of 4.75 per 
cent. The company in fact had no pre- 
ferred stock. 

Allowing a wage increase which be- 
came effective nearly five months after the 
test year cut-off date and using a prudent 
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capital structure, the commission calcu- 
lated that the company would be entitled 
to additional revenues in the amount of a 
maximum of $1,918,707, based on opera- 
tions during 1957. The adequacy of this 
additional income is more than clear, said 
the commission, when the unusually high 
depreciation accrual rate of Southern Bell 
is considered, along with the $5 million 
tax savings realized by the American 
Company from consolidated returns. The 
fact that the parent does not share these 
savings with Southern Bell does not bar 
the commission from taking them into ac- 
count for rate-making purposes, it said. 


HE Pennsylvania commission has 

granted most of a rate increase of 
$5,237,800 requested by Equitable Gas 
Company. Authorized rates will produce 
a rate of return of approximately 6.2 per 
cent on a fair value rate base. The city of 
Pittsburgh contested the increase. 

The commission fixed the fair value of 
the company’s properties at $113.5 mil- 
lion on the basis of allocated original 
cost of $76,674,000, original cost trended 
to June 30, 1957, $167.4 million original 
cost trended to the average of the last 
three years prior to June 30, 1957, $153 
million, and original cost trended to a 5- 
year average $151,241,000. Valuation on 
the fair value basis affords stockholders a 
large measure of protection against mone- 
tary debasement due to inflation, it was 
noted. This obviates the necessity for 
recognition in the rate of return of the de- 
cline in purchasing power of the original 
investment. 


Depreciation Method 


A depreciation reserve requirement 
study was accepted in lieu of book reserve 
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(Sas Rate Increase Allows for Full Tax Expense Following 
Reversion to Straight-line Depreciation 


Advertising Expense Disallowed 

Southern Bell spent about $215,000 
during the test year to inform the public 
of its situation in connection with the rate 
application. This item had been charged 
against operating expenses. Without go- 
ing into the propriety or impropriety of 
this expenditure, the commission disal- 
lowed it on the ground that it was ab- 
normal and nonrecurring and that its in- 
clusion in operation expenses would dis- 
tort the test-year earnings. Ex Parte 
Southern Bell Teleph. & Teleg. Co. Or- 
der No. 7640, Docket No. 7432, October 
10, 1958. 


figures which were considered unreliable. 
In determining the depreciation reserve re- 
quirement for producing gas well equip- 
ment, the commission thought the 
straight-line method was more satisfac- 
tory as a practical matter than the unit of 
production method, pointing to the de- 
preciation problem attending the replace- 
ment of well equipment during the life of 
the well. 

Depletion was calculated on the basis of 
a field price of 21 cents per Mcf, which 
price the commission considered realistic, 
even though the company had declined to 
use that price in its tax calculations be- 
cause a recent tax return in which a 21- 
cent price was used had not been finally 
settled. The commission said it would not 
recognize, for rate-making purposes, mis- 
givings regarding future federal tax audit 
adjustments. 


Taxes and Other Expenses 


Having reverted from accelerated to 
straight-line depreciation, the company 
claimed substantially higher income tax 
expense than would otherwise be neces- 
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sary. The city of Pittsburgh urged that 
the allowance be limited to the tax which 
would be payable if accelerated deprecia- 
tion had been taken. In keeping with 
earlier rulings on this issue, the commis- 
sion held that the company was within its 
rights, as a matter of managerial discre- 
tion, to revert to straight-line deprecia- 
tion and claim tax expense on the latter 
basis. No abuse in that discretion was 
found by reason of Equitable’s action. 
The commission denied a claim for ad- 
ditional future cost of purchased gas 
based on the company’s grant, subject to 
commission approval, of a price increase 


e 


to independent local producers. A claimed 
expense thus not made final, said the com- 
mission, is not allowable in a rate proceed- 
ing. 

Annualized expense was allowed for 
additional customers being served at the 
end of the test period, calculated by ap- 
plying a judgment operating ratio of 65 
per cent to additional operating revenues. 
Both expenses and revenues were ad- 
justed to take into account loss of sales to 
industrial customers as a result of the steel 
strike in mid-1956. Pennsylvania Pub. 
Utility Commission et al. v. Equitable Gas 
Co. C. 16843 et al. September 15, 1958. 


New Western Union Land-line Divisions of Charges 
Bring Higher International Telegraph Rates 


HE Federal Communications Com- 

mission authorized increased divi- 
sions of charges for Western Union Tele- 
graph Company applicable to the land- 
line handling within the continental 
United States of message telegraph traf- 
fic between the United States and foreign 
and overseas points. The upward adjust- 
ments in the divisions of charges will af- 
ford Western Union additional annual 
revenues of $2,260,000, only slightly less 
than the amount requested. While there 
has been no substantial increase in the 
company’s charges for the land-line han- 
dling of international traffic since 1920, 
rates for domestic message telegraph 
service have been increased about 95 per 
cent since 1945, Obviously, rising costs 
have affected the cost of rendering all 
Western Union services. 


Rate Base Items 


A 1956 net cost rate base was fixed at 
nearly $201 million, approximately $8 
million less than the claimed amount. Since 
the company’s business is predominantly 
interstate, with the same facilities being 


used for both interstate and intrastate 
traffic, no separations were required. Plant 
under construction was included in the 
rate base, as no charge had been made for 
interest. Claims for research and develop- 
ment and for materials and supplies were 
allowed substantially as requested. 

Cash working capital sufficient to cover 
twenty-two and one-half days of oper- 
ating expenses was allowed, together with 
advances to employees, workmen’s com- 
pensation deposits, and minimum cash bal- 
ances. Offsetting this allowance in part 
was cash supplied by others, including 
telegraph money orders, American Ex- 
press orders, excise tax collections, col- 
lections for other corporations, custom- 
ers’ advance deposits, collections for con- 
necting carriers, employees’ tax and 
insurance withholdings, vacation wage 
expense accruals, and federal income tax 
accruals, 


Rate of Return Calculations 


A company witness urged a fair rate of 
return on the land-line operations of be- 
tween 8.25 and 9 per cent, calculating 
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equity cost at 9.3 to 10.3 per cent with a 
dividend pay-out ratio of 65 per cent, and 
using a debt ratio of 30 per cent (actual 
debt ratio 17 per cent) and a debt cost of 
4.2 per cent. The witness found a com- 
posite cost of capital of about 8.5 per cent. 

The commission arrived at a cost of 
capital ranging between 6.9 and 7.8 per 
cent, eliminating from equity cost a 10 
per cent adjustment claimed by the wit- 
ness for market pressure and financing 
costs. Concurrent earnings-price ratios 
were used, as opposed to the witness’ use 
of lagged quarterly earnings-price ratios. 

A fair rate of return was determined to 
range from 7.5 to 8 per cent. In proceed- 
ing from cost of capital to the allowable 
return, the commission gave considera- 
tion to factors “incapable of precise 
measurement, such as, for example, mar- 
ket pressure and financing costs and the 
judgments involved in determining West- 
ern Union’s cost of equity by use of data 
for other companies.” 


International Carriers Get Raise 


Since charges for international tele- 
graph traffic are on a through rate basis, 
any change in existing divisions would 
necessarily decrease the revenues of the 
international carriers. Therefore, the com- 
mission undertook an investigation to de- 
termine whether such carriers could ab- 
sorb decreases in their respective shares 
of the divisions of charges. It was found 
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that the through rates collected from the 
public would have to be increased in order 
to provide a fair rate of return for the 
international companies. 

In keeping with its established policy, 
the commission chose a “‘bellwether” com- 
pany (RCA Communications, Inc.) to be 
used as a criterion for the fixing of rates 
“which will enable a sufficiently large 
segment of the industry to earn a fair rate 
of return.” It, accordingly, rejected a pro- 
posed industry-wide approach whereby an 
industry-wide rate base would be used and 
a fair rate of return for the industry as a 
whole would be determined. 

The commission also rejected a conten- 
tion that a rate of return should be al- 
lowed for international telegraph carriers 
on the basis of nonregulated industry 
rather than on the basis of regulated in- 
dustry. It found, however, that the prob- 
lem of foreign operations in a period of 
international tension, together with the 
potential threat of substitute competition 
from jet-age airmail and high capacity 
telephone cables, warranted a higher rate 
of return for the international carriers 
than for the Western Union land-line 
service. A return of 7.5 to 8.5 per cent 
was found appropriate for such carriers, 
amounting to 25 per cent more than the 
return allowed to public utilities generally. 
Their rates were, therefore, appropriate- 
ly increased. Re Western U. Teleg. Co. 
Docket No. 11953, July 24, 1958. 


Reproduction Cost Basis for Telephone Company 
Charge for Music Amplifying Service 


ie a complaint before the Missouri 
commission against Southwestern Bell 
Telephone Company, Wired Music, Inc., 
won a reduction in the telephone com- 
pany’s filed charge for amplifying service 
provided in connection with the distribu- 
tion of “Music by Muzak.” Only the 
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charge for the amplifying service was in 
question in this proceeding. 
Southwestern Bell has installed special 
equipment in its central offices to amplify 
music sold by the complainant over the 
telephone company’s lines. The cost of 
such equipment has greatly increased since 
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the first amplifier was installed in 1946. 
Because of the greater hazard in furnish- 
ing the service as compared to regular 
telephone business, the commission was in- 
clined more toward using reproduction 
cost than original cost in fixing a rate for 
the service. This apparently offset, in some 
measure, a claim by the company for a 73 
per cent return, which is rather higher 
than the usual telephone rate of return. 
The commission commented that the com- 
pany’s principal business of providing 
telephone service must not be subsidized 
to accommodate other uses. 
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The company had filed a tariff in 1957 
fixing a monthly rate of $45 per amplifier, 
based on reproduction cost of the equip- 
ment. While this price included an an- 
nual charge for depreciation, it gave no 
consideration to the depreciation reserve 
resulting from the annual charge. Cor- 
recting for this error materially changed 
the company’s rate base calculations, 
necessitating a lower charge for the 
amplifying service than that proposed. 
Wired Music, Inc. v. Southwestern Bell 
Teleph. Co. Case No. 13,874, September 
25, 1958. 


Maryland Commission Denies Lower Off-peak Fares, 
Issues Statement on Transit Situation 


HE Maryland commission, in grant- 

ing the Baltimore Transit Company 
a fare increase, which would not result in 
the conventional “reasonable return” on 
the fair value of the company’s property 
but would provide a sufficient number of 
dollars to permit the company to continue 
operation and provide essential service, 
took exception to the company’s proposal 
for authority to institute lower off-peak 
fares. 

The company had requested permission 
to retain a 20-cent fare on weekdays be- 
tween the hours of 10 a.m. and 3 p.m. The 
commission found the midday fare varia- 
tion objectionable for a number of rea- 
sons. First, any fare differential based 
upon time of riding is bound to create a 
certain amount of confusion, pointed out 
the commission, particularly where the 
practice is not one of long standing. 

Second, such a fare variation is dis- 
criminatory against the majority of the 
more or less captive riders, the riders who 
commute regularly to and from work. 
It is the captive group that can be relied 
upon to provide regular vear-round pa- 
tronage. 


Third, the proposal might create an- 
other peak demand shortly before 3 P.M., 
a demand which, if met, could increase 
the difficulties in providing service re- 
quired in the usual evening peak periods. 

Fourth, a similar arrangement had been 
tried previously when the “two-trip” slip 
was in effect. This had proved unsatisfac- 
tory and had been discarded. 

Fifth, by creating a differential of 50 
per cent (between 20 cents and 30 cents) 
the fare could adversely affect the use of 
shoppers’ specials during the base period, 
particularly in view of their being only a 
20 per cent differential (25 cents and 30 
cents) for the same service during peak 
periods. 

Sixth, adherence to a time basis to de- 
termine fares could lead to innumerable 
petty differences between driver and pas- 
senger, a situation to be avoided if at all 
possible. 


Transit Dilemma 


To emphasize the seriousness of the 
transit situation, the commission felt 
justified in issuing an additional statement. 
Mass transit is a declining industry, said 
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the commission, because the factors that 
induce individuals to drive their own cars, 
or to obtain their required goods, services, 
and entertainment without coming into 
the downtown area, by transit, are as 
prevalent today as at any time. 

The transit company is just as suscep- 
tible to inflation as any other business. Its 
requirements of the goods and services 
it purchases cost more and more each year. 
Wages alone represent over half the com- 
pany’s operating expenses. Tools, ma- 
chinery, and equipment needed have 
doubled in price in the postwar years. The 
mechanization available to most utilities 
and industries to counteract the increasing 
cost of man power and to combat inflation 
is not available to transit. 


Tax Burden 


The commission pointed out that the 
tax burden the users of transit in Balti- 
more are required to support, with one ex- 
ception, is the highest of any transit sys- 
tem in the country. This burden was not 
originated by the present administration 
but was imposed at a time when transit 
was a healthy and thriving industry well 
able to absorb a large portion of such 
taxes. 

The commission did not consider it 
proper to suggest tax relief or to imply 
that the city could now afford to grant tax 
relief, but merely wished to point out that 
the elimination of some of the taxes im- 
posed would partially obviate the need for 
fare increases. 

The ultimate consequence of the pas- 
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senger cycle, thought the commission, 
could only be the complete disintegration 
of the transit system. Such consequence 
can be avoided only if transit is supported 
by some means not now available or by a 
reconstitution of the transit business 
under which the users would not be re- 
quired to bear the full burden now im- 
posed upon private ownership. 

The commission believed that the situ- 
ation is of sufficient severity to warrant 
the most serious consideration by the state 
and city governments and by all private 
agencies interested in the stability and 
growth of the city’s business and the wel- 
fare of the transit rider. 

If Baltimore is to continue to have a 
transit system, said the commission, reve- 
nues must be available to meet cost of op- 
eration, whether such revenues come from 
the fare box or from some other source 
or in some other form. The commission’s 
province was not to delineate a formula 
to solve the problem; the remedial proc- 
esses available to the commission could 
lead only to the adjustment of fares af- 
fording no more than temporary relief so 
long as transit business declined. 

Other cities, confronted with the iden- 
tical problems now facing Baltimore, said 
the commission, have found it necessary 
to adopt a plan of control by an authority 
or by outright acquisition of privately 
owned lines. The commission urged a 
prompt and thorough consideration of the 
problem by the proper authorities. Re Bal- 
timore Transit Co. Case No. 5561, Oc- 
tober 17, 1958. 


Commission Denies Request to Discard Statewide Rate 
Making in Favor of Exchange Basis 


HE Oregon commission denied a pe- 
tition to require a telephone company 
to make a special study of certain ex- 
changes. The request was made with a 
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view towards the commission adopting an 
exchange basis of rate making in contrast 
to its long-established policy of statewide 
rate making. 
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The use of the exchange as a unit for 
rate making would require a considerable 
added burden of personnel and expense 
in the keeping of additional records, 
preparation of additional allocations, and 
constant review, pointed out the commis- 
sion. On the other hand, statewide rate 
making provides for the widest possible 
development of telephone service. 

There would be immediate benefits in 
the form of lower rates to some subscrib- 
ers if rates were established to produce 
the same rate of net profit in each of the 
exchanges, continued the commission, but 
this would lead to such high tariff rates 
in some exchanges that the company 
would be priced out of part of its market. 
Once such a reduction in service sets in, 
service to all the remaining users would 
become less and less valuable because the 
number of people that could be reached by 
telephone would become progressively 
fewer. At the same time it would tend to 
become more and more costly as the bur- 
dens of overhead are distributed among 
surviving exchanges. 

A further difficulty in the approach sug- 
gested by the petitioners, pointed out the 
commission, is the resulting mischief if 


major capital improvements had to be 
justified solely on an exchange basis or 
cost of remodeling or repairs necessitated 
by catastrophic destruction had to be ab- 
sorbed within a particular exchange, with- 
out financial support from the system as 
a whole. 

Also, the commission observed that an 
exchange basis would vastly complicate 
the process of rate making. The company 
in question had over forty exchanges. A 
statewide program of rate revision would, 
in effect, be transformed into more than 
forty proceedings, subject to constant re- 
view, and the entire rate-making process 
would tend to degenerate into a confused 
turmoil of rate actions affecting indi- 
vidual exchanges. 

The commission pointed out that 
changes in population trends and tech- 
nological advances make necessary a 
periodic review of any long-established 
policy no matter how sacred it may be 
considered by some. Conversely, a well- 
established policy should not be changed 
unless there are clear and cogent reasons 
for such change. City of Wood Village v. 
West Coast Teleph. Co. U-F 2149, Order 
No. 36256, September 22, 1958. 


Merchants’ “Free” Transportation Held Common 
Carriage Requiring Certificate 


HE California commission held that 

merchants operating a transportation 
service between their stores and three 
nearby farm labor camps were operating 
a common carrier service, necessitating a 
commission certificate in order to con- 
tinue. 

Utilizing station wagons, the owners 
picked up farm workers at the respective 
camps and transported them to the stores, 
where they were expected to buy mer- 
chandise. The purchase of merchandise 


was required for return transportation 
to the camp. The stores did not charge 
a fare as such; however, free “no strings 
attached” transportation was not fur- 
nished to any person desiring to travel 
between the two points. 

The commission held that the require- 
ment of purchase of merchandise before 
a passenger was permitted to board the 
vehicle for a return ride was consideration 
and compensation for transportation. 
Therefore, the merchants were engaged 
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as common carriers over public highways required such operation. A cease-and- 
between fixed termini, or over a regular desist order was issued. Chala v. Gordon 
route, without having first obtained a (Gordon’s Outlet Store) Decision No. 
certificate from the commission declaring 57356, Case No. 6152, September 23, 
that public convenience and necessity 1958. 
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Erroneous Deletion of Certificate Provision 


5 oa Alabama supreme court held that tions properly promulgated under it. 
a commission order changing a motor Construction of the state law which de- 
carrier’s certificate by deleting a provision tailed revocation powers accorded with 
for the transportation of liquid commodi- the construction of a similar federal stat- 
ties in bulk was error. Once a certificate ute by the federal courts. The court point- 
has been issued, the court pointed out, it ed out that the state law was patterned 
cannot be revoked, suspended, or changed after the federal law, justifying such 
until after hearing and a finding that the action. Avery Freight Lines, Inc. v. Ala- 
carrier has willfully failed to comply with bama Pub. Service Commission et al. 104 
the provisions of the act or with regula- So2d 705. 
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Commission Construes Freight Forwarder Statute 


HE California commission held that ceptions from a general statute are to be 
certain companies alleging their sta- strictly construed against the party urging 
tus as shippers’ agents were actually that they are applicable. 
freight forwarders. The companies were The companies, found to be the alter 
held not to fit within the statutory exemp- ego of each other, were soliciting and 
tion applicable to a shipper or a group or actively encouraging nonmembers of a 
an association of shippers who consolidate shippers’ association to avail themselves 
and ship for themselves or members on a of the consolidation services they offered, 
nonprofit basis to secure carload benefits. in order to produce more profit to the com- 
A cease-and-desist order was issued, ef- panies. This constituted a dedication to 
fective until the companies have obtained public use. Members in good standing, 
certificates of public convenience and members who were delinquent in their 
necessity. dues, members who did not pay any dues, 
The commission pointed out that the and nonmembers all enjoyed the same 
burden is on the party which claims the privileges. Re San Diego Shippers’ Asso., 
benefit of a statutory exemption to prove Inc. et al. Decision No. 57360, Case No. 
that it comes within it. Exemptions or ex- 6063, September 23, 1958. 
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FCC Holding That Network Affiliation Outweighs Service 
Curtailment Set Aside 


i: er U. S. court of appeals set aside tions Commission order modifying a radio 
and remanded a Federal Communica- station’s permit to construct and operate 
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a television station. The commission had 
held that the curtailment of service re- 
sulting from the modification was out- 
weighed by the availability of network af- 
filiation at the new location. 

Network availability, pointed out the 
court, may determine in many instances 
whether a station will survive, but does 
not determine whether a particular station 
will commence operations. 

The commission had previously held 
that network programing is not so sig- 
nificant a factor as to warrant a prefer- 
ence in a comparative proceeding in favor 
of an applicant proposing to carry it as 
against one who proposes only locally 
originating programs. Yet, said the court, 
if the commission was now holding that 
the value of network programing is such 
as to justify curtailing a station’s cover- 
age, it was a conclusion within its com- 
petence. 

However, even if availability of a net- 
work affiliation outweighed curtailment of 
coverage, whether modification was in the 
public interest depended, additionally, 
upon whether a network other than the 
one proposed might be available without 
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a change and whether an affiliation with 
that network necessitated lowering both 
power and antenna height, as well as re- 
locating the transmitter. The commission 
had not made such findings. 

On a previous remand, the court had 
left it for the commission to conclude 
whether the applicant’s “calculated, de- 
liberate, and not insignificant” misrepre- 
sentation with respect to construction sites 
deprived it of reliability so as to disqualify 
it as a licensee. The clear implication of 
the remand was that the commission could 
properly conclude that a given misrepre- 
sentation, although calculated, deliberate, 
and not insignificant, was excusable. 

Instead, the commission had concluded 
that the misrepresentation was not will- 
ful deception. Such a finding was not 
valid, held the court, because it con- 
tradicted the court’s previous holding. The 
court hinted, in remanding the cause to 
the commission, that the applicant’s record 
of past reliability as a standard broadcast- 
ing station and an FM station, might 
justify a finding that the misrepresenta- 
tion was excusable. Hall v. Federal Com- 
munications Commission, 257 F2d 626. 


Acquisition Cost Adjustment Results in Tax Saving 
To Stockholders 


| geome NaTuRAL Gas COMPANY ob- 
tained authority from the Kansas com- 
mission to conduct a gas business in sev- 
eral counties served by The Drillers Gas 
Company, whose assets Plateau had con- 
tracted to purchase. Simultaneously with 
Plateau’s application, the seller applied 
for permission to discontinue operations. 

The purchase contract fixed a purchase 
price considerably higher than the de- 
preciated original cost of the properties. 
This raised a question of how to treat the 
excess cost. The commission found that 
the properties should be recorded at the 


dollar amounts as shown on the books of 
the seller as of the date of transfer, with 
the difference between the aggregate of 
such dollar amounts and the purchase 
price recorded as an acquisition cost ad- 
justment in accordance with the Uni- 
form System of Accounts. Amortization 
charges would be made on a 30-year basis 
to Account 537—Miscellaneous Amorti- 
zation—as an expense to be borne by the 
stockholders. Such charges would not be 
chargeable as operating revenues. 

This would result in an annual charge 
for depreciation for income tax purposes 
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in excess of the depreciation charge for 
rate-making requirements, and a conse- 
quent tax saving. The commission held 
that such saving should inure to the stock- 


holders since they must bear the expense 
of the amortization. Re Plateau Nat. Gas 
Co. Docket No. 57,632-U, August 20, 
1958. 


Commission Approval of Water Company Contract Upheld 


HE Connecticut supreme court dis- 

missed an appeal from a commission 
order approving a contract between a 
Connecticut water supplier and a New 
York water company. Under the contract, 
the Connecticut company, which took 
water from a river in Connecticut having 
its source in New York, agreed to con- 
struct a dam filter plant and other filter 
facilities needed to enlarge the storage 
capacity of the company and to permit it 
to supply the increasing demand for water 
of its own and the other company’s cus- 
tomers. 

The court held that the appealing parties 
had failed to meet the burden of showing 
that the commission acted illegally or in 
excess of its authority. Upon appeal from 
a commission order, the court said, it is 
not required to retry the case but de- 
termines from the record whether the 
commission has acted illegally or has ex- 
ceeded or abused its power or acted arbi- 
trarily without notice or without a reason- 
able opportunity for hearing. 

The court pointed out that the general 
statutes outlining the powers of the com- 
mission did not specifically require ap- 
proval by it of any contract entered into 
by a public service company. If, by virtue 
of a contract, the services rendered or to 
be rendered by a utility are likely to be 
inadequate, unsuitable, or contrary to the 
public interest, the commission has the 
right and the duty to examine into the 
matter and make such orders as it deems 
necessary in the public interest to compel 
the company to fulfill its franchise obliga- 
tions. 
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By the same token, it is within the com- 
mission’s authority to hold hearings on the 
contract involved to determine whether 
it is in the public interest, and to approve 
the contract if it is concluded upon the 
evidence that it would provide a plentiful 
supply of water for the needs of the area 
for the reasonably foreseeable future, said 
the court. 

Appellants had contended that a statute 
authorizing the attorney general to take 
such action as is necessary to protect Con- 
necticut from damage by diversion or 
other interference with water from 
streams without the state which enter the 
state, and a statute authorizing him to 
negotiate and contract with out-of-state 
authority concerning the use, allocation, 
and diversion of such water, prohibited 
the contract in question. The court held 
that the statutes had no application to the 
contract and could not be invoked to pro- 
hibit it, in the absence of any indication 
that there would be damage by the diver- 
sion of water. Town of Greenwich v. 
Greenwich Water Co. et al. 144 A2d 318. 

In another case the court held that the 
water corporation, which had charter 
power to take by eminent domain property 
necessary for corporate purposes and held 
a franchise to furnish water for specified 
towns in two states, had not acted ultra 
vires by contracting with the New York 
company to which it supplied water for 
towns in one of the states, whereby it 
agreed to construct a dam on a river, 
necessitating the condemnation of addi- 
tional riparian rights. Greenwich Water 
Co. v. Adams, 144 A2d 323. 
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Eminent Domain Standing of Transit District Upheld 


A TRANSIT district, organized under 
California law, has a right to invoke 
the power of the commission to fix the just 
compensation to be paid for utility proper- 
ties proposed to be taken by the district in 
eminent domain proceedings. The Cali- 
fornia commission thus overruled objec- 
tions by Key System Transit Lines to a 
petition by Alameda-Contra Costa Transit 
District requesting the commission to fix 
the price for properties of the transit 
utility. 

A transit district is a “public corpora- 
tion or district” within the meaning of § 
23a, Art XII of the California Constitu- 
tion and is among the entities specified in 
that section which may invoke the power 
of the commission to fix just compensa- 
tion, the commission held. Such a public 
body exercises the power of eminent 
domain against a public utility, including 


e 


acquisition of its physical assets, operating 
rights, and franchises, without thereby 
violating the constitutional prohibition 
against impairment of contracts. 

In response to an objection of the util- 
ity, the commission ruled that the district’s 
petition need not provide specifically for 
the fixing of compensation for good will, 
going concern value, and severance dam- 
ages, since the commission will, if it so 
finds, fix the compensation for such items. 
A claim by the utility that the district 
should give a bond to indemnify the util- 
ity for expenses and damages incurred by 
reason of its being made a party to an 
eminent domain proceeding was rejected. 
The statute which authorizes the proceed- 
ing does not provide for such an indemnity 
bond. Re Alameda-Contra Costa Transit 
District, Decision No. 57359, Application 
No. 40084, September 23, 1958. 


Termination of Holding Company Status 


fhe Securities and Exchange Com- 
mission issued an order declaring that 
Standard Shares, Inc. (formerly Stand- 
ard Power & Light Corporation), has 
ceased to be a holding company and that 
its registration as such has been terminat- 
ed. In 1956 in approving a § 11(e) plan 
proposed by this company, the commis- 
sion had modified a previous dissolution 
order so as to enable the company to con- 
vert into a closed-end nondiversified, in- 
vestment company. 

The company has outstanding only one 
class of stock; namely, common stock. It 
owns 45.6 per cent of the common stock 
of Standard Gas & Electric Company, 
a registered holding company, which in 
turn owns 100 per cent of the common 
stock of Philadelphia Company, also a 
registered holding company. Both of the 


latter companies are required by orders 
issued under § 11(b)(2) of the Holding 
Company Act to liquidate and dissolve. 
Each of these companies is in a position to 
effectuate dissolution except that there 
exist undetermined questions relating to 
federal income taxes. 


Holding Company Status 


A “holding company” is defined under 
§ 2(a)(7) of the act as any company 
which directly or indirectly owns, con- 
trols, or holds with power to vote 10 per 
cent or more of the outstanding voting 
securities of a public utility company or 
of a company which is a holding company 
by virtue of this clause. The commission 
noted that the company in this case no 
longer directly or indirectly holds or con- 
trols with power to vote 10 per cent or 
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more of the voting securities of a public 
utility company. As previously pointed 
out, however, it does hold 45.6 per cent 
of the voting securities of a registered 
holding company, which in turn holds 
100 per cent of the common stock of an- 
other registered holding company. So 
this case presented a question as to wheth- 
er Standard Shares was still a holding 
company by virtue of holding directly 
and indirectly more than 10 per cent of 
the voting securities of registered hold- 
ing companies. 

The commission pointed out that the 
act differentiates between a “holding 
company” and a “registered holding 
company.” The former is defined as a 
company holding 10 per cent or more of 
the voting securities of a public utility 
company or of a holding company where- 
as the latter is defined as a person whose 
registration is in effect under § 5, while 
Standard Gas & Electric Company and 


PUBLIC UTILITIES FORTNIGHTLY 


Philadelphia Company are registered 
holding companies neither is a holding 
company since neither holds directly or 
indirectly as much as 10 per cent of the 
voting securities of a public utility com- 
pany. Accordingly, the commission ruled 
the holding by Standard Shares, Inc., of 
more than 10 per cent of the voting se- 
curities of Standard Gas & Electric 
and indirectly of Philadelphia did not 
have the effect of making it a holding 
company within the meaning of Clause 
(A) of §2(a) (7) of the act. 

The commission also decided that the 
company was not a holding company un- 
der Clause (B) of § 2(a)(7) of the act 
since there was no evidence to indicate 
that the company exercised a controlling 
influence over the management or poli- 
cies of any public utility company or 
holding company. Re Standard Shares, 
Inc. File No. 30-152, Release No. 13824, 
September 23, 1958. 


Greater than Minimum Return Reasonable 


HE Idaho commission authorized a 

water company to increase rates so as 
to produce a return of 6.1 per cent on a 
depreciated original cost rate base. The 
return, considered reasonable by the com- 
mission, accorded with its philosophy that 
a utility must have a return greater than 
the minimum required so that the financial 
position will be sufficiently sound to en- 
able it to attract new capital as required 


to finance necessary plant expansion for 
the company. 

The rate base was predicated upon end- 
of-period figures. The commission thought 
that if it were to use an average rate base 
it would be using investment figures too 
far in the past on which to test the reason- 
ableness of rates for the future. Re Boise 
Water Corp. Case No. U-1025-3, Order 
No. 4939, October 13, 1958. 


Commission Refuses to Change Telephone Boundaries 


HE North Carolina commission de- 
nied a request of area residents to 
order a telephone company not author- 
ized to service the area in question to pro- 
vide service. 
Once boundaries are established, point- 
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ed out the commission, the telephone com- 
pany not only becomes committed to 
serve the area within the boundary but 
must install certain permanent basic fa- 
cilities which will insure proper and sat- 
isfactory service therein. Hence, the 

















boundary lines should not be changed, 
and certainly not extended, except upon 
a showing of exceptional circumstances 
or a compelling public need. 

The commission found that it would 
be manifestly unfair to require the com- 
pany outside the service area to incur the 
expense that would be necessary to serv- 
ice the petitioners. Substantial construc- 
tion charges would have to be paid by the 
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petitioners, or, in the alternative, in- 
creased rates would have to be assessed 
against other telephone subscribers, the 
commission said. The company presently 
serving the area had evidenced a willing- 
ness to provide the desired service, which 
the commission directed that it do expe- 
ditiously. Residents of Caswell County v. 
Southern Bell Teleph. & Teleg. Co. Dock- 
et No. P-55, Sub 199, October 15, 1958. 





Other Recent Rulings 


Freight Forwarder and Common Car- 
rier. The California commission held that 
a firm which undertook the collection and 
shipment of property of others, and, as 
consignor, shipped and arranged to ship 
the same over the line of a common car- 
rier at the tariff rates of that carrier be- 
tween points in the state was operating as 
a freight forwarder and a common car- 
rier, and that it should obtain certificate 
authorizing such operation. Re California 
Big Ten Co-operative, Inc. Decision No. 
57361, Case No. 6069, September 23, 
1958. 


Repeated Applications. Although the 
Colorado commission granted a motor 
carrier an extension of authority, it is- 
sued a warning that it would not enter- 
tain repeated applications designed to 
whittle away the authority of long-estab- 
lished carriers, particularly where, as in 
this case, the applicant abandons his appli- 
cations after putting protesting carriers 
to the expense of defending. Re Shank 
(AAA Transfer), Application No. 16291, 
Decision No. 51000, September 26, 1958. 


Carrier Operating Ratio. The Wash- 
ington commission held that an operating 
ratio of between 93 per cent and 94 per 
cent before taxes is necessary for eco- 





nomically sound common carrier opera- 
tions. Re Motor Freight Rates and 
Charges, Cause No. T-9335, September 
26, 1958. 


Minimum Tariff Canceled. The Cali- 
fornia commission canceled its minimum 
rate tariff for the transportation of logs 
where an investigation revealed that such 
tariff was not suitable or workable. Re 
Rates, Etc., of All Common, Highway, 
and City Carriers on Transportation of 
General Commodities, Decision No. 
57406, Case No. 5432, September 29, 
1958. 


Time Limit Bars Reparation. The Cali- 
fornia commission dismissed a shipper’s 
reparation claim against a railroad where 
the statutory limitation period had ex- 
pired, notwithstanding that the railroad 
had voluntarily and informally filed a re- 
quest to refund, and was presently willing 
to pay the claim. Kaiser Steel Corp. v. 
Southern P. Co. Decision No. 57411, Case 
No. 6125, September 29, 1958. 


Telephone Rate of Return. Following 
substantial improvements in plant and 
service, a telephone company was author- 
ized by the Wisconsin commission to 
raise rates sufficiently to afford a rate of 
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return of 6.4 per cent on a net book value 
rate base. Re Eleva Farmers Teleph. Co. 
2-U-5023, October 3, 1958. 


Telephone Rates Approved. Since rates 
proposed by a small telephone company 
would afford a rate of return of only 4.3 
per cent on a net book value rate base, the 
Wisconsin commission approved them, 
noting that they would not be unreason- 
able in so far as subscribers were con- 
cerned. Re River Valley Mut. Teleph. Co. 
2-U-5049, October 17, 1958. 


Mismanagement and Gas Lost. The 
Tennessee commission denied a gas com- 
pany’s application for authority to in- 
crease rates where the necessity for in- 
creased revenues had arisen from mis- 
management and gas lost due to an old 
and inadequate system. Re Bristol Gas 
Corp. Docket No. U-4134, September 2, 
1958. 


Sale of Water System to Municipal 
District. The California commission, in 
an interim opinion, held that it is not nec- 
essary for a political subdivision to prove 
financial responsibility to acquire a water 
system before being entitled to have the 
commission fix the just compensation to 
be paid therefor. Re San Lorenzo Val- 
ley County Water Dist. Decision No. 
57435, Application No. 39637, October 
7, 1958. 


Transfer of Electric Service Rights. 
The Illinois commission issued a certifi- 
cate to an electric company authorizing 
the acquisition, maintenance, operation, 
and reconstruction of another company’s 
distribution system where the present 
company desired to discontinue service 
and the applicant intended to add addi- 
tional facilities to provide more efficient 
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service. Re Central Illinois Pub. Service 
Co. No. 45397, October 7, 1958. 


Telephone Company Sale. The Illinois 
Commerce Commission approved the pur- 
chase of a telephone company’s plant, 
system, facilities, and franchises by an- 
other telephone company as in the public 
interest. Re Palestine Teleph. Co. No. 
45435, October 7, 1958. 


Pipeline Gas Supplied. Central Penn- 
sylvania Gas Company, a distributor of 
manufactured gas, obtained an order 
from the Federal Power Commission di- 
recting Manufacturers Light & Heat 
Company to supply it with natural gas, 
expanding public need for the service be- 
ing shown along with a lack of any undue 
burden upon the pipeline. Re Central 
Pennsylvania Gas Co. Docket No. G- 
15710, October 8, 1958. 


Competitive Gas Certificate Denied. 
The Idaho commission denied two com- 
petitive applications for authority to pro- 
vide gas service to a territory of about 
17,000 persons upon failure of the appli- 
cants to show a definite supply of pipeline 
gas for nearly one-half of the area and 
that service to the remaining area alone 
would be economically feasible at pro- 
posed rates. Re Citizens Utilities Co. et 
al. Case Nos. U-1007-1, U-1067-1, Order 
No. 4955, October 9, 1958. 


Service Deficiencies. The Illinois com- 
mission directed a water company to cor- 
rect service deficiencies where the evi- 
dence showed that, due to a lack of prop- 
er size water mains, pressure was too low. 
Illinois Commerce Commission v. Illinois 
Municipal Water Co. Nos. 43666, 43764, 
October 7, 1958. 
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Delta-Star heavy-duty aluminum connectors are 


NOW PROTECTED AGAINST CONTAMINATION 


. sealed in polyethylene up to point of installation 


Ths new development makes Delta-Star 
fheavy-duty aluminum connectors an even 
bet er buy. 


Each connector, with its contact surfaces 
scr: cch-brushed and coated with an oxide 
inh: »itor, is packaged right on the production 
line The polyethylene bag insures a clean 
con ector properly prepared and ready to 
inst 1 immediately. The polyethylene bag also 
con ains complete installation instructions 
sho ing proper torque values for bolts. 


Extra-heavy walls, ample contact surfaces, 
and close conformation to conductors make 
all Delta-Star connectors rugged, dependable, 
long-lasting, and with minimum contact resis- 
tance. A full range of sizes and types meets 
every connector requirement. 


Call your Delta-Star representative for more 
information, or write Dept. 459, Delta-Star 
Electric Division, H. K. Porter Company, Inc., 
2437 Fulton Street, Chicago 12, Illinois. District 
offices in principal cities. 


It. K. PORTER COMPANY, INC. 


DELTA -STAR ELECTRIC DIVISION 


Connors Steel, Delta-Star Electric, Disston, Forge & Fittings, Leschen Wire Rope, Quaker Rubber, 
Refractories, Riverside-Alloy Metal, Vulcan-Kidd Steel, H. K. Porter Company (Canada) Ltd. 


























Industrial Progress 


Modern Photo-Copying Tech- 
niques Cut Utility Paperwork 


Costs 
FROM copies of pole lease agreements 
to copies of long distance telephone 
call tickets, public utilities from 
Seattle to Miami are cutting costs 
and improving efficiency with modern 
photocopying units. 

Office copiers, or photo-copiers, are 
rapidly becoming synonymous with 
clerical efficiency and accuracy in 
modern business, For example, one 
$99.50 unit available can make 5 copies 
of any printed, typed, written or 
drawn 8} in. x 11 in. or smaller 
original at a cost of 2}c per copy. 
Experience has shown that in the 
average company, such a copier pays 
for itself once every forty-five days. 

In addition to the routine reproduc- 
tion of office paperwork, utilities have 
found several specialized uses for 
photo-copying. For example, an 
electric company in Alabama uses a 
copier to make copies of pole and line 
specifications. Linemen nail the photo- 
copies to the poles where the copies 
remain until the linework is com- 
pleted. The company reports that the 
photo-copies are better than originals 
for this purpose because the sun and 
rain do not fade or blur them. 

Similarly, a power and light com- 
pany is making photo-exact copies of 
pole lease agreements with telephone 
companies. When new lines are put in, 
or existing lines are changed on joint 
telephone-light poles, a lease agree- 
ment is prepared, When the power and 
light company receives the lease, 
photo-copies are made on colored 
paper. Copies are then sent to the 
construction, repair, and accounting 
departments, 

Likewise, an eastern telephone com- 
pany is using a copier to reproduce 
radio program circuit orders. When a 
radio station wishes to carry a pro- 
gram not available through its own 
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facilities, the program can be brought 
in by the telephone company on one 
of its long distance lines. In order to 
set up the circuit loop, all the telephone 
offices involved must be provided with 
the necessary program information in 
advance. This may require 10-15 
copies of the program circuit order. 
Once a time-consuming typing task, 
the job is now done in a matter. of 
minutes by a photo-copier. 

More specifically it has been shown 
that it costs 40c for a secretary to re- 
type a single 83 in. x 11 in, document. 
Now, anyone, after a few minutes of 
instruction, can reproduce the same 
original on a photo-copier for 12c in- 
cluding labor and supplies. Thus there 
is a saving of 28c every time a copier 
is used to reproduce one page of 
material which formerly required re- 
typing. 


Dry-Land Ocean Duplicates 
12,000 Foot Sea Depth 
for Cable Testing 


A DRY-LAND “ocean,” with the 
environment found two nautical miles 
deep in the sea, is under construction 
in Chester, New Jersey, by Bell 
Telephone Laboratories engineers for 
long term testing of underwater cables, 

The man-made ocean, the only one 
of its kind in the world, will help 
examine cable “aging,” the minute 
changes in electrical characteristics 
which may occur as the telephone 
cable rests on the floor of an ocean. 

For better design of cables and 
submarine cable systems, Bell Labora- 
tories engineers want to know whether 
cables age, the magnitude of aging, 
why the aging t takes place and what 
physical changes in cables constitute 
that aging. 

The answers would require either 
actually laying a test cable in the sea 
and making measurements during the 
period of sea exposure, or building a 
land-based ocean. 


The engineers discovere 
simulated ocean would be 
per cent cheaper than the co-t @ 
time operation in the deep seg 
would permit much more aed 
control and measurement of 
samples. 

The “ocean” at Chester is 31 
long, and buried seven feet unde 
ground. The “bed” of the sim 
sea is a concrete trough thired 
in depth and about eight feet in 
with pre-cast concrete slabs 
cover. Atop the trough are fou 
of soil. Going to the seven foot 
assures reasonably constant 
temperatures the year round, 

The trough will be filled with 
maintained at an ocean bottom te 
ature of 37 degrees Fahrenhe 
means of a network of cooling 
cast within the trough walls 
obtain meaningful measurement 
temperature must be held to y 
one-tenth of a degree during mea 
ments. 

In the trough will be 10 lengt 
steel tubing arranged in pairs, 
tube large enough in diameter to 
a typical undersea cable plus 
water with the 
found two miles below the surf 
the ocean, 

A hydraulic system will mat 
5,000 pounds of pressure pcr s 
inch inside each tube to dup! cate 
ditions at a depth of 12,000 ‘cet. 
cable sample, 630 feet in length 
be looped in a pair of piprs 
both ends will be available a: « 
for measurement, 

Ground anchors at one ‘ 
installation will provide 
tensioning to simulate c 
conditions. Tension will be 
a brief period after the cab! 
in its tube and will be redv 
to provide conditions du 
trip from ship to ocean bott: : 

The cable which finally is te 

(Continued on page °2) 
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Has tools oe will travel ! Os albinvar-beleMrelael- a 


emergency servicemen swear by this Dodge V-8 Tradesman, and for 
good reasons. Besides pick-up load space, it has lock-up room for all 
tools. And with famous Dodge dependability, it has these advantages 
that come in handy on all service calls: 45 hp. more than Truck “C”’, 
19 more than Truck “F”’. . . shortest turning radius... the largest 


payload, load space, and brakes in the low-priced 3. 


You can choose a powerful V-8 or thrifty Six, 3- or 4-speed trans- 
mission—even push-button automatic LoadFlite. See your Dodge 
dealer about this Tradesman, or any Dodge truck up to 49,000-lb. 
G.V.W. Power Giants. Find out why... 
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A king-sized tool chest on wheels. . . that’s the Dodge Tradesman’s body. 
Tools and supplies stow neatly, where you can reach them quickly. A place 
for everything. All compartments lock. Available sliding roof protects 
pick-up load space, between body sides. Choice of two body styles. 











on jobs like 
this... 





there's 
nothing 


INDUSTRIAL PROGRES 
(Continued) 


the simulated ocean will be s 
to tests lasting from five to : 
The undersea laboratory is 
to be completed in late 
with the tests beginnin; 
thereafter. 

The man-made ocean is 
of O. D. Grismore and J. \ 
both of whom are Bell L: 
engineers. 


Bulletin Presents New 

Ross Aftercoole: 
A NEW, 8-page Bulletin ; 
just released by American 
Ross Heat Exchanger 
presents the A-100 line of | 
line Aftercoolers. 

Among principal feature: 
and illustrated are: steel 
struction, removable corros 
ant tube bundle, counter cu: 
design, and a new, advance: 
gal moisture separator. 
standardized parts are said to e 
high engineering costs and long 
involved in custom fabrication, 


like a Cleveland “te Specifications give details on 


models with. capacities designat 


| operating,pressures up to 125 ps 


TIGHT QUARTERS, narrow tree lawns, digging lines 
crowded with trees, utility poles, tough roots, inter- 
secting service lines— nothing digs trench like a 
Cleveland “Baby Digger” in conditions like these. 


PRECISION TRENCHING is needed here—a digging 
job on which a “Baby Digger” has no equal. Note 
how precisely this Cleveland 92 is placing spoil on 
sidewalk — off the well-kept lawn. Backfilling will 
be fast, easy and damage-free. Cleveland’s low 
ground bearing pressure and smooth, friction-free 
crawlers are also big advantages on jobs like this. 


ONLY 4’6” WIDE over its crawlers, the maneuverable 
92 digs easily past obstructions, maintains steady, 
high trench production. More than 30 usable wheel 
and crawler speed combinations give it the right 
combination of power and speed for digging all soils 
—in mud, frost, tree roots, shale or rocky ground. 





If city trenching is your job, there’s nothing like a“Baby Digger" for you. | 
| 


The CLEVELAND TRENCHER Co. 


20100 ST. CLAIR AVE. © CLEVELAND 17, OHIO 


single and two-stage compressig 
Copies of the bulletin can h 
tained by writing to Ame 
Standard, Ross Heat [xe 
Division, Buffalo 5, N. Y. 


Cyclotherm Releases Film 
Package Boiler Manufactu 


A NEW 20-minute sight-and- 
film on manufacturing of pe 
boilers recently released Db 
Cyclotherm Division, National- 
Radiator Corporation, Oswego, 
York, was shown recently at the 
necticut Light and Power (Gas 


This fil is a part of a series 


will deal with Cyclotherm’s eng 
ing, installation and maintenan 


water generators and marie g 


ators. 

The newly released film « 
an airview of the Cyclot! 
in Oswego. The narrator ¢\ 
the fact that package ge 
made under one roof, 
divided responsibility. The 
shows in detail how the st: 
ator is made, from the fi 
sheet metal to the finish: 
boiler leaving the plant. 

The projector, operatin 
AC current, and film can i > 
for showings to large au 
writing to Cyclotherm, 
Oswego, New York. 

(Continued on page 2 
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The REMINGTON Model =1 














REMINGTON® 
Typewriters 
agOn.s 








The REMINGTON STATESMAN 


... in 1873, Remington Rand built the first 
practical typewriter. Year by year, step by 
step, improvements and refinements led to 
the first electric typewriter in 1925. 


And today, this tradition of leadership 
is epitomized in our production total of 
over 17 million typewriters, including the 
revolutionary new REMINGTON STATESMAN. 

The REMINGTON STATESMAN is truly the 


new spokesman for the business world... 
here is the most adaptable, fully featured 
proportional-spacing electric typewriter avail- 
able today .. . another reason why Remington 
Rand is the first name in typewriters. 


Remington. Ftand. 


DIVISION OF SPERRY RAND CORPORATION 











Electric Industry Told to Plan 
For Record-breaking Demands 


THE electrical manufacturing in- 
dustry must plan record-breaking 
capital expenditures over the next five 
years in order to meet the growing 
demand for electrical products, Don 
G. Mitchell, chairman and president 
of Sylvania Electric Products Inc., 
said recently. 

Mr. Mitchell told the annual meet- 
ing of the National Electrical Manu- 
facturers Association that industry 
must base its planning on electric 
power consumption of a trillion kilo- 
watt hours by 1965 or earlier, as well 
as on increased automation in manu- 
facturing necessitated to meet in- 
creased consumer demands and _ to 
combat rising costs, 

He cited such advance planning as 
one aspect of the “scientific approach” 
the electrical industry must take to 
remain competitive. Whether the 
product be toasters or turbines, “you 
have to be scientific not only about 
your research and development, but 
also. about your manufacturing, 
marketing, accounting and everything 
else.” 

Mr. Mitchell urged “a blend of 
mental free-wheeling and a practical 
and organized approach to your 
problems” rather than an “ivory 
tower” scientific approach. 

“A company which confines its 
scientific approach to the laboratories 
is like a Model-T Ford with tail fins, 
and power brakes and_ electric 
windows,” he noted. “It’s still a 
Model-T Ford.” 

The Sylvania executive pointed to 
two predominant trends that are set- 
ting the pace for the entire industry 
—the broader use of electric power, 
and steadily increasing production of 
new and improved products. By 1965, 
he said, annual consumption of elec- 
tricity is expected to reach at least 
a trillion kilowatt hours, against the 
present rate of 560 billion kilowatt 
hours annually, and shipments of 
electrical products should approach 
$40 billion, against about $20 billion 
today. 


Studebaker-Packard Introduces 
1959 Truck Line 


STUDEBAKER-Packard Corpora- 
tion is moving toward what it calls a 
revolutionary approach in_ truck 
marketing with the introduction of its 
1959 line of Studebaker trucks. In- 
cluded are the Scotsman six and V-8 
half-ton trucks and the Transtar series 
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ranging from a half-ton — two- 
— vehicles. 

S. A, Skillman, Studebaker- Packard 
vice- ce-president and general _ sales 
manager, announced that the new line 
is setting its sights mainly on cutting 
costs for people who own and operate 
trucks, rather than selling them a 
luxury-type of vehicle that has little 
relation to the job it is supposed to do. 

“We believe that the truck-buying 
public is becoming increasingly con- 
scious of the fact that costs are a big 
part of their business,” said Skillman. 

“For the most part, however, manu- 
facturers apparently have failed to take 
this fact into consideration. Rather, 
the trend seems to have been toward 
producing trucks on a stylized basis, 
like passenger cars. 

“We have turned away from this 
trend—as evidenced by our market 
probing with the Scotsman pickup in 
1958—because Studebaker- Packard is 
in business to sell trucks that do a 
truck job. It seems to us that a manu- 
facturer is straying far from the real 
purpose of a truck when he offers a 
vehicle equipped with a lot of gadgets 
that most truck drivers have neither 
the time nor inclination to use.” 

Mr. Skillman said that in polling 
the market in 1958 through its in- 
troduction of the low-priced Scotsman 
pickups, S-P had accounted for 25 per 
cent of its sales with this type of 
vehicle. “This has proved to us beyond 
a doubt that our philosophy is correct 
and that truck owners are cost con- 
scious,” he added. 

Mr. Skillman described the Scots- 
man pickup as the lowest-priced on the 
market, costing the least to operate 
and the most economical to maintain. 

However, the low-cost features and 
the utility of purpose are not confined 
to the Scotsman pickups in the new 
truck line, Studebaker-Packard offi- 
cials stressed, They observed that 
the same features are evident in all 
the rest of the line, which ranges up to 
the heavy-duty, two-ton models and the 
powerful 4 x 4 drive units. 

A wide range of engines, power, 
models and gross vehicle weights are 
embodied in the 1959 Transtar line. 
The largest percentage of the truck 
field is covered by a truck built for 
the purpose. 


New Okonite Manual on Paper- 
lasulated Power Cable 
A NEW, solid type paper-insulated 


power cable manual has been issued 
by The Okonite Company, Passaic, 
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New Jersey, manufacturers 9 
sulated wire and cable. 

This complete book is lib 
illustrated with photographs, ¢ 
and diagrams. It contains !52 
divided into five basic sectins, 
which are completely an.’ ¢ 
indexed. 

In addition to product in! rn 
and technical material, this oo} 
plains how Okonite mani act 
skill, quality control proce: ‘re; 
research assure manufact: °e 
uniformly superior product. 


RT & E Introduces New Sist 
tion Transformer for Unde: grq 
Systems 


A COMPLETELY new dis :riby 
transformer designed specifically 
application to underground (ists 
tion systems was unveiled by 
RT & E Corporation of Wauk 
Wisconsin and Portland, Orego 
New York last month. The 1 








showing was made to utility e 
tives and representatives of indu 
and business publications at the ] 
Yorker Hotel. 

This new transformer, design 
the “Terra-Tran,” was designed 
R T & E in cooperation with ¢ 
neers of one of the larger utilitig 
fill utility needs for a distriby 
transformer designed especially 
use with residential and comme 
underground distribution system 
provides, in a compact unit, an 
nomical solution to transformer]. 
stallations for underground dist 
tion systems. 

The transformer is completely § 
contained and is designed to 
mounted on a concrete pad al 
ground level. No separate enclo 
or protective equipment is requ 
for installation. To protect the p 
and linemen from accidential cont 
all live parts are enclosed in 2 loq 
compartment and a welded-on cd 
is used. 

For operation and maintenance, 
cess to the bushings, fuses and 
connects is gained by opening 
hinged door on the operating ¢ 
partment. To facilitate cverat 
special externally-clamped, |: gh-v 
age bushings, designed for e'sy © 
connection, and externally -lam 
low voltage bushings are us 

A unique high voltage fus 
design, for isolating the tra: 
from the line in the case of 
former failure, is supplied « 
tected-type transformers. ‘ '5 

(Continued on page °°) 
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a ‘ | ag Whether in general operations, financing, engineer 
haps a ing or other business matters, the consulting and 
advisory services of Commonwealth can be of mate- 
rial assistance. 

These services are integrated with the plans 
and policies of client management in accomplish- 
ing the desired objectives. Commonwealth experi- 
ence is built on work covering many states and 
companies, in operations varying from a few em- 
ployees to thousands, and in projects from a few 
dollars to many millions. 

Commonwealth is an independent organization 
built on a business record of 50 years, and wholly 
owned by officers and employees. 

Let our booklet tell you more. 
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bayonet design and can be removed 
externally for replacement of the fuse 
element. In conjunction with this ex- 
ternally-replaceable fuse, an external- 
ly-operated bayonet-type disconnect 
switch has been developed to sec- 
tionalize portions of the circuit. 

The “Terra-Tran” will be available 
initially in single phase units in a 
range of sizes from 15 KVA through 
100 KVA for operation on 4160 
Ground Y/2400 through 12470 
Ground Y/7200 volt grounded Y sys- 
tems. It will also be available in 3- 
phase units in a range of sizes 75 
KVA through 300 KVA for operation 
on all standard 2400 through 14400 
volt 3-phase systems. 


New Heavy-Duty 
Self-Supporting Tower 

A HEAVY-DUTY tower self-sup- 
porting to height of 130 feet and suit- 
able for all types of communication 
needs is being produced by the Rohn 
Manufacturing Company, 116 Lime- 
stone, Bellevue, Peoria, Illinois. 

The tower is constructed by using 
13 different tower sections of varying 
size, weight, structural strength and 
taper. The individual sections can be 
used in making additional combina- 
tions to build self-supporting towers 
of variable heights and structural ca- 
pacities so as to fit the particular need 
as required by the type antenna being 
used. 

‘“The manufacturer states that the 
wide flexibility of this tower makes it 
possible for it to fulfill a tremendous- 
ly large range of uses in mounting an- 
tennas for micro-wave, radio com- 
munications, television reception and 
amateur needs. 

Complete engineering data, details 
and prices can be obtained from Rohn 
representatives or by writing direct. 


Free Check Analysis Service 
Announced for Telephone 
Industry 
AVAILABILITY of a free check 
analysis service for the telephone and 
telegraph industry primarily to help 
its members re-design their checks for 
electronic bank bookkeeping has been 
announced by the Todd Company 
Division, Burroughs Corporation, 

Rochester, N. Y. 

The service will be provided by the 
firm’s new Check Analysis & Design 
Department, created to assist banks 
and commercial firms in re-designing 
their checks to meet the needs of the 
new electronic bookkeeping equip- 
ment already installed in hundreds of 


26 


banks across the country and on order 
by hundreds more. 

In addition to rating a check on its 
adaptability to electronic processing, 
the analysis chart to be forwarded by 
the department will also appraise it on 
12 other points, including general effi- 
ciency, arrangement for accurate bank 
handling, advertising and public rela- 
tions values, color, typography, gen- 
eral layout, and safeguards provided 
against alteration and forgery. 

To take advantage of the service, 
companies should send a sample of the 
check or checks they use to the atten- 
tion of the Check Analysis & Design 
Department, Todd Company Division, 
Burroughs Corporation, P. O. Box 
910, Rochester 3, N. Y. Check sam- 
ples should be canceled by an all-zero 
checkwriter impression on the amount 
line. 


Homes Cooled, Heated by 
Central Plant Predicted 
AIR conditioning will be pumped into 
homes within the next decade. Chilled 
and warm water for maintaining com- 
fortable year-round conditions will be 
supplied from a central source like 

other utilities. 

This was the prediction of Charles 
V. Fenn, Carrier Corporation vice 
president, and whose Machinery and 
Systems Division produces the Ab- 
sorption Refrigerating Machine that 
would provide cooling for the futuris- 
tic system, It is an economic phenome- 
non in itself, he explained, “using heat 
to produce chilling.” 

Electronic sensing devices will reg- 
ulate the volume of hot and cold water 
in radiation panels, maintaining de- 
sired temperature and humidity set- 
tings for each room, he said. 

Using such a system in “the house 
of tomorrow,” the individual home 
furnace, cooling and dehumidifying 
apparatus, air ducts and hot water 
heater could be eliminated. Diffuser 
grilles, radiators, convectors, or any 
form of in-the-space air handling unit 
would also be unnecessary, allowing 
more living area and aiding interior 
decorative schemes. 

All residential services will be sup- 
plied through underground pipes and 
wires from an attractive power plant, 
Mr. Fenn continued. Steam or hot wa- 
ter from gas fired boilers, for ex- 
ample, will serve a threefold purpose: 
Winter heating, domestic water needs 
and to energize the Carrier refrigerat- 
ing machine for Summer cooling. 

The unique cooling unit uses the 
principle that evaporation of water 
causes chilling. The process takes 


place under vacuum, Space icc 
by the smallest absorption tyy- ci 
made by Carrier approximate. thiagt 
a two-door wall closet. It has -apailt 
to serve 30 average-size dwel’ ng 

Present-day forerunners of the 
tem described by Mr. Fenn a: =} 
eration at New York Inter iat 
Airport and the recently open: d] 
at ( slo 


Air Force 


Springs, Colo. 

Advantages of automatic al -s 
control, convenience, low mai ‘e 
and economical operation o eri 
years with longer depreciation 5¢ 
will appeal to home owners jus 
they do to long-range planner , a 
tects and consultants for majur 
ects, the Carrier official said. 


New Clark Bulletin Pre:e 

Operating Experience Vi 

750/1000 KW Gas Turdi 
JUST published by Clark Bros. G 
pany, new illustrated Bulletin 16 
tails operating experience with 
Mark TA 750/1000 kw gas turh 
Salient design features, types of fi 
(natural gas, distillate, crude oil) 
applications in oil fields and pro 
industries are thoroughly discu 
Also included is an assessment of 
integrated turbine — boiler pack 
and likely future trends in turbine 


plication. 


Copies of Bulletin 167 can be 
tained by writing to Clark Bros, 
Olean, New York. 


GAMA Publishes New 

Industrial Gas Directory 
A NEW booklet—listing a wide 
riety of gas equipment for indust 
uses—has been published by the 
dustrial gas equipment division of 
Gas Appliance Manufacturer 


ciation. 


The publication lists the nares ‘ 
addresses of 36 manufacturers \ 
brief descriptions of the type o 
trial gas equipment that each « 
produces. It also lists various 
equipment in alphabetical 01 
gether with the names of prod 


each type. 


All of the manufacturers 


scribers to 


Ethics which was instituted 
years ago to insure the highe 
ards of design, construction, 
ty, performance and safety i 
trial gas equipment. 

Copies of the booklet are 
at 50¢ a copy from the Gas A 
Manufacturers Association, 
42nd Street, New York 17, ° 
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... in favor of repetitive 


Eliminating “job-shop” 
manufacture helps you... 


fabrication ... 


indust 
oy the 


“! Save 8% on purchase price with 
RM standard-desion medium transformers” 


*R) (repetitive manufacture) is the G-E name for standard-design medium transformers (in ratings 501 to 7500 kva, 
69! and below). 


Ger -al Electric Co., Schenectady 5, New York. 


Progress /s Our Most Important Product 


“| GENERAL @@ ELECTRIC 


: 








..t0 yOu and you 
..ffOM YOU...yOu...and you 


No Christmas gift is more widespread or important in effect than Christmas 
Seals. Given by most Americans, they help make possible the greatest 

gift of all—health, life itself. 

Since 1907, the Seals have financed vast anti-tuberculosis activities that 
have saved more than eight million lives! Yet there will still be 

about 90,000 new TB cases this year. 


So continue to give the gift that saves lives... use Christmas Seals on every 
letter, card, and package...and be sure to send in your 
contribution today. Buy and use Christmas Seals. 


This space contributed to the © age, s 
National Tuberculosis Association Publ IC Uti | it eS Fortni htl 
and its affiliates by — 


ECEMBER 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
the AMERICAN APPRAISAL company a 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 














CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


37 Wall Street 437 Shoreham Bidg. 
New Yerk 5, N. Y. Weshingten 5, D. C. 
Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 








DAY & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











%& Standby 
%* Augmentation 
* 100% Town Supply 
Design ¢ Engineering ¢ Construction 








DRAM TOWNSEND 1) WEST 42ND STREET NEW YORK 36.N Y 








Fs Ford, Bacon & Davis 
se 


NEW YORK @ CHICAGO e@ LOS ANGELES 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY 


(continued) 





FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 








GIBBS « HILL, inc. 
Consulting Engineers 
DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 











GILBERT ASSOCIATES, INC. 


ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
FOUNDED 1906 - READING, PA. 


WASHINGTON ¢ NEW YORK 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








Harza Engineering Company 
Consultong Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
FRERIGATON — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 








GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 


Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ° COLUMBUS, OHIO 














Mention the FortNiGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





INTERNATIONAL ENGINEERING COMPANY, INC. 


Design and C bt Eng s 





Dams—Power Plants—Transmission Lines—Railroads—Highways 
Investigations—Reports—Plans and Specifications 
Cost Estimates—Supervision of Construction 


74 New Montgomery Street San Francisco 5, California 











JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS—REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 





Tee Rau ljia n loypovralion 


ENGINEERS ° CONSTRUCT ORG 


COLI AAW POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND REGULATORY 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR ee 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. sss CHARLOTTE, N. C. 











Pioneer Service & Engineering Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUfH LA SALLE STREET 

















SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK 








NEW YOBK 









(Professional Directory Continued on Next Page) 
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(continued) 





Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 








STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return ¢ Valuations °* Capital Costs 
Customer Surveys °* Depreciation Studies 
Regional Economic Studies ° Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 




















STONE « WEBSTER 
ENGINEERING CORPORATION 
Design e Construction e« Reports e Appraisals 
Examinations e Consulting Engineering 


NEW YORK BOSTON CHICAGO PITTSBURGH HOUSTON 
SAN FRANCISCO LOS ANGELES SEATTLE TORONTO 














The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—A ppraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 
DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 
REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 
CONSTRUCTION COSTS 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 








EARL L. CARTER 
Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 

PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
m . ; Public Utility Valuations, Reports and 

Topographic and Planimetric Maps ‘nd 4 

Mosaics, Plans & Profiles for all Original Cost Studies 


Engineering work. 910 Electric Building Indianapolis, Ind. 


Abram</Aerial Survey 
Lapoation 








Abrams Bidg. Lansing, Mich. 




















BURNS & McDONNELL 
Engineers - Architects - Consultants 


KANSAS CITY, MO. 
P. OG. Box 7088 


Phone: DElmar 3-4375 


ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


foe, Bee Si Bol. a >) 
GAS anpb SERVICE CO. 
327 So. LaSalle St., Chicago 4, Ill. 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


HARRISBURG, PENNSYLVANIA 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 

















FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation—De preciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 


Main Office, Pittsburgh, Pa. 
32 Laboratories in Principal Cities 











Jackson & Moreland, Inc. 
Jackson & Moreland eeternanonet, Inc. 
g s and C 
PLECTRICAL—MBCHANICAL—STRUCTURAL 


DESIGN AND SUPERVISION OF CONSTRUCTION 
FOR 





UTILTY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 


MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON NEW YORK 








A. S. SCHULMAN ELEctRrIc Co. 


Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, Id. 
Los Angeles Tampa 











PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical ¢ Structural 
Civil © Nuclear ¢ Architectural 


"asusyco™ FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 


%, 








The R. W. STAFFORD CO. 
GAS cones — ENGINEERS 
ONSTRUCTORS 
om. Gas Conversions 
Plant Management & Operations 
Accident & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant S?#. Phone UNiversity 4-6190 








LUTZ & MAY COMPANY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVERDRUP & PARCEL 


Engineers & Consultants 


Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—industrial Plants 
Studies—Reports 


St. Louis ° San Francisco °¢ Washington 

















J. F. McMAHON ASSOCIATES, INC. 
Engineering Consultants 


INSTRUMENTATION AND CONTROL 
STUDIES @ REPORTS 
DESIGN @ SUPERVISION 


P. O. DRAWER 3908, SHAKER — STATION 
CLEVELAND 20, OH 
GArfield 1-4834 











A. W. WILLIAMS INSPECTION CO., INC. 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Portland 
Inspectors stationed throughout the U.S.A. 
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| you have a cable problem... 


—and want Kerite insulation for a special application 
or unusual condition, you have only to lift the 
phone. Kerite specialists can show you cables for 
a wide variety of end uses and conditions. 

Each combines Kerite insulation with outer cover- 
ings of the most advanced material and engineering. 
Each provides maximum service reliability and 


KERITE 


eo the KERITE That makes The aigerence — 


economy. And each has been proved on actual jobs. 
As cable experts will confirm, no other cable can 
match this record of performance. We believe you 
will be impressed by the evidence. 
Our headquarters is at 30 Church St., New York 7. 
Branches are in Ardmore, Pa., Boston, Cleveland, 
Chicago, Houston, San Francisco, Glendale, Cal. 


CABLE 


we? jecttcen 


1 








TODAY'S RESEARCH AND 


TOMORROW'S POWE 





G.E."S THERMIONIC CONVERTER, as a major power producer is a long way off. 
Pure research, however, is paying off in new ideas for improving today’s generating 
equipment. Immediate gains are being achieved through research and develop- 


ment on... 


TECHNOLOGICAL PROGRESS 
General Electric’s “across the board” 
approach to scientific research in the 
development of new sources of energy 
for generating electricity is expected 
to yield immediate as well as long-term 
improvements in power generation 
equipment. 


TWO LONG-TERM PROSPECTS for gener- 
ating electricity which appear techni- 
cally and economically feasible in the 
years that lie ahead are—fission power 
and fusion power. 


In addition to continued technological 
progress in these areas, intensive re- 
search is also being carried on to 
develop and utilize even more novel 
sources of energy—the fuel cell, direct 
conversion of solar energy to electricity, 
and the thermionic converter. 


Investigations in these and other areas 
will undoubtedly produce unexpected 
payoffs which can have almost imme- 
diate application. The search for fusion 
power, for example, could lead to by- 
products in circuit technology or radia- 
tion generation long before fusion 
energy is harnessed for peaceful use. 


SIGNIFICANT PROGRESS has already 
been achieved in the liquid cooling of 
generator stators. The nation’s first 


. . « longer last-stage buckets 


large turbine-generator with water- 
cooled stator windings is now being 
manufactured by General Electric. The 
two generators of this cross-compound 
unit are each rated 265,000-kva at 30 
psig hydrogen pressure. 


Water has over twice the heat removal 
ability of oil. Its use as a liquid coolant 
will help to open up avenues for: 1) 
the building of generators of up to one 
million kva capacity while retaining 
the basic design simplicity of conven- 
tionally-cooled units, 2) significant 
savings in power plant construction 


costs, and 3) overcoming tho lis 
tions on higher generator ratings 
posed by current shipping restrict 


BENEFITS TO ELECTRIC UTILI IE 

searching for new knowledge ind 
italizing on existing technolo ical 
portunities, General Electric is strj 
for turbine-generator advances ‘hat 
continue to result in low operat ng 
per kilowatt-hour of electricity } od 
Exploring all possible avenues or { 
nical innovations and product mp: 
ments also helps electric utlitie 
satisfy their needs for increase 4 py 
capacity. Also, these General Ele 
research programs mean adde1 vg 
in-use for G-E steam turbine-ge nerg 
operated by electric utilities. 


FOR MORE INFORMATION on tod 
research and tomorrow’s powe: at ({ 
eral Electric, contact your local 
Apparatus Sales Office or write for 
letin GP-81. General Electric Comp 
Section 301-388, Schenectady 5, 


MORE POWER TO AMERICA 


GENERAL @@ ELECTR 


; 
: 


. « . and increasing the capacit; of § 
turbine-generators. 





